APl Well Number: 43033500020000

STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

FORM 3

AMENDED REPORT

APPLICATION FOR PERMIT TO DRILL

1. WELL NAME and NUMBER
Crane 17-8

2. TYPE OF WORK
DEEPEN WELL{

REENTER P&A WELL | ) —

DRILL NEW WELL i)

3. FIELD OR WILDCAT
WILDCAT

4. TYPE OF WELL

Oil Well Coalbed Methane Well: NO

5. UNIT or COMMUNITIZATION AGREEMENT NAME

6. NAME OF OPERATOR
QUANECO, LLC

7. OPERATOR PHONE
818-225-5000

8. ADDRESS OF OPERATOR
22801 Venture Blvd. Ste 200, Wooldand Hills, CA, 91364

9. OPERATOR E-MAIL
fatchanceog@aol.com

10. MINERAL LEASE NUMBER
(FEDERAL, INDIAN, OR STATE)
FEE

11. MINERAL OWNERSHIP
FEDERAL( | INDIAN| |

- ) STATE[

FEE (1)

)

13. NAME OF SURFACE OWNER (if box 12 = 'fee')

12. SURFACE OWNERSHIP
FEDERAL{ | IND \| STATE o FEE(I)
14. SURFACE OWNER PH if b = 'fee’)

Farmland Reserve, Inc. 801-71
15. ADDRESS OF SURFACE OWNER (if box 12 = 'fee') 16. SURFA! IL ox 12 = 'fee')
139 E. South Temple, Suite 600, Salt Lake City, UT 84111
18. INTEND TO COMMINGLE PRODUCTION FROM 19
17. INDIAN ALLOTTEE OR TRIBE NAME
(if box 12 = 'INDIAN’) MULT.LP_‘LE FORMATIONS - B B
vEs [} (Submit Commingling Application) NO (Il CTIONAL () HORIZONTAL ]
20. LOCATION OF WELL FOOTAGES QTR-QTR OWNS RANGE MERIDIAN
LOCATION AT SURFACE 825 FSL 1382 FWL SESW .ON 8.0 E S
Top of Uppermost Producing Zone 825 FSL 1382 FWL S 6.0N 8.0E S
A ¥
At Total Depth 825 FSL 1382 FWL 6.0 N 8.0E S
21. COUNTY 22, DISTANC AR E LINE ( [23. NUMBER OF ACRES IN DRILLING UNIT
RICH 40
2:- D CD N c SAMEROOL 26. PROPOSED DEPTH
( r Dr or Cox ) MD: 1500  TVD: 1500
27. ELEVATION - GROUND LEVEL ON 29. SOURCE OF DRILLING WATER /
WATER RIGHTS APPROVAL NUMBER IF APPLICABLE
6814 04- Deseret Ranch- Chapman Ditch & Evanston CIty
H as| d ent Information
String Hole Size CasingfBize gth ei Thread Max Mud Wt. Cement Sacks | Yield Weight
Y
Surf 14.75 10. J -2 0.5 -55 ST&C 9.5 Unknown 185 1.27 15.2
I1 9.875 7 0- .0 J-55 ST&C 9.5 Varocem 140 2.96 11.5
Varocem 100 1.81 13.5
ATTACHMENTS
VERIFY THE FOLL R CHED IN ACCORDANCE WITH THE UTAH OIL AND GAS CONSERVATION GENERAL RULES
WELL PLAT OR MAP P RED BY LI SED SURVEYOR OR ENGINEER COMPLETE DRILLING PLAN

AFFIDAVIT S OF WNER AGREEMENT (IF FEE SURFACE) D FORM 5. IF OPERATOR IS OTHER THAN THE LEASE OWNER
D DIRECTIO! RVEY P, (IF DIRECTIONALLY OR HORIZONTALLY TOPOGRAPHICAL MAP
DRILLED)
NAME Terri Hartle TITLE Admin/Regulatory (Western Land Services) PHONE 435 896-5501
SIGNATURE DATE 10/18/2010 EMAIL Terri.Hartle@Westernls.com
API NUMBER ASSIGNED APPROVAL
43033500020000
Permit Manager

RECEIVED: September 08, 2011
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DRILLING PLAN
Operator: Quaneco, LLC
Crane 17-8
Sec. 8 T6N R8E, Rich County, Utah

1. ESTIMATED TOPS OF GEOLOGIC MARKERS

Formation Depth Fluid

Wasatch Surface — 517’ Potential water, sands
Evanston 517’ — 862’ Water, Possible Gas
Chalk Creek 862’-1485’ PossibleyOil

Aspen Shale 1485’ None

TD 1500’

2. ESTIMATED FORMATION POTENTIAL (gx;
The primary objective is the Chalk Creek n. @peratorintends to evaluate shows
if present in other intervals shown above. anticipated tops and zone thickness are

listed in section one of this drilling pIaQ

3. PRESSURE CONTROL EQ E

Minimum Speﬁ ns:
1. 11" 3NIBO k cansisting of apipe ram and blind ram.

2. 2M choke manifoldicofsisting of two adjustable chokes and bleed line.

3. 2" Kill Line

4. 2" Choke Line

All components of the BOP stack are to be installed and pressure tested before
drilling out from under the 9 5/8” surface casing. Rams, manifold and lines are to be
testedto both a low pressure of 250 psig and a high pressure equal to the working
pressure rating.

An adequate accumulator system will be utilized to hydraulically operate all
components of the BOP equipment.

The surface casing will be pressure tested to 750 psig.

The BOP equipment will be tested as necessary, and whenever a pressure seal is
broken.

RECEIVED: October 13, 2010
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DRILLING PLAN
Operator: Quaneco, LLC
Crane 17-8
Sec. 8 T6N R8E, Rich County, Utah

Operator will adhere to Utah Oil and Gas Conservation General Rule R649-3-7(Well
Control).

4. CASING PROGRAM

Conductor: 16” in 24” hole preset @ approx. 60’ & cemented withaedi mix cement.

Surface:
Depth: 250’ +/-
oD: 10 3/4” in 14 %7 drilled hole si b
Grade: J55 STC ‘
Wi: 40.50 ppf

Cement: Cemented to surf 185 sx Standard Cement w/2% CC,
25 pps Kwik Seal: 15.2ppg and 1.27

cuft/sack yi e with fresh water.
Guide ollar, andifive centralizers will be utilized to
as opgcement placement.

Intermediate:

Dept 5 +/-
: "im9 718" drilled hole size
rades J-55'STC

: 20 ppf

Cement: Ceémented to surface with 140 sx Varicem RSl lead cement
w/0.125 pps Poly-E-Flake, 0.25 pps Kwik Seal: 11.5 ppg and
2.96 cuft/sack yield; and 100 sx Varicem tail cement w/ 0.125
pps Poly-E-Flake, 0.25 pps Kwik Seal: 13.5 ppg and 1.81 cuft/
sack yield. Displace with fresh water.
Packer float shoe, insert float, and 7 centralizers will be utilized
to assure proper cement placement.

Surface casing will be cemented to surface, thus protecting shallow aquifers and the
associated water. If lead cement for intermediate casing does not circulate to surface, one
inch pipe will be utilized for top outside cement placement as necessary.

5. DRILLING FLUID PROGRAM

The drilling fluid will be a lightly treated fresh water native mud. Hole conditions will
dictate if additives such as chemicals, gel or weighting materials are added. Itis
anticipated that occasional gel with LCM and/or polymer sweeps will be required to
adequately clean the hole. Mud weight will be maintained at 9.5 ppg or less. Adequate
guantities of barite to raise the mud weight as dictated by hole conditions will be stored and
available on location before drilling out the surface casing cement plug.

2

RECEIVED: October 13, 2010
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DRILLING PLAN
Operator: Quaneco, LLC
Crane 17-8
Sec. 8 T6N R8E, Rich County, Utah

Mud pits will be visually monitored. The hole will be filled during trips and kept full at all
times unless lost circulation is encountered.

After running and cementing intermediate casing, the casing will be displaced with
Tersol fluid which will be utilized to drill the 6 %" hole thru the Chalk Creek intervals of
interest below the 7” casing.

6. EVALUATION PROGRAM

Coring: Y
No full hole cores are planned. Wireline rotary sidewaﬁ%ﬂ e taken if necessary.
Logging: (‘

One-man mud logging unit during drillj?e
Open hole: HDIL/GR/SP pla 0 base of surface casing w/ GR to surface.

n
CDL/CNL/GR/ & rom¢TD to ,base of intermediate casing, and from
base of int te WESing to base©f surface casing if required.

7. ABNORMAL PRE@ 5 TEMPERATURES

No abnorghal pr res.Or temperatures are expected. Maximum anticipated bottom
hole pressur 0 psiorless. Thepressure gradient at any depth is expected to be .43
psi/ft or less.

Hydrogen sulfide gasiis produced from deeper formations in wells located within the
general area of the proposed well. However, the objective of the proposed well is the
Chalk Creekfermation from which no known hydrogen sulfide has been encountered nor in
any formations‘above the Chalk Creek. The presence of hydrogen sulfide in the proposed
well is not expected or anticipated.

8. ADDITIONAL INFORMATION

Anticipated spud of the proposed well will be immediately or as soon as practical after
State approval.

Quaneco Oil & Gas intends to test and evaluate any zone that indicates potential. The
Chalk Creek open hole interval will be swab tested, and any zones behind the intermediate
casing will be selectively perforated and swab tested. Packers and bridge plugs will be
utilized to isolate zones as necessary for independent zone testing. Testing will be in
accordance with Utah Oil and Gas rule R649-3-19(Well Testing) and results will be
submitted in writing to the Division of Oil, Gas and Mining.

RECEIVED: October 13, 2010
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DRILLING PLAN
Operator: Quaneco, LLC
Crane 17-8
Sec. 8 T6N R8E, Rich County, Utah

RECEIVED: October 13, 2010
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WELL PLAT FOR THE ”"CRANE WELL 17-8”
SECTION 8, T6N—R8E, SLB&M, RICH COUNTY, UTAH

CERTIFICATION
I, Jerron R. Atkin Il, do hereby cerfify that | am a Registered

S 89°38'56" W 5299.80" (F) Land Surveyor, and that | hold Certificate No. 5992544, as
_ll./ - ﬂ T e prescribed by fhe Lows of the Stale of Ufah, ond I hove
? orineasr corner oSeciion o, made a survey based on informalion collected on the ground
Northwes! corner Section 8,
REE, SLBEM, 0.5, Survey T6N, RBE, SLB&M, U.S. Survey el ok T

(Wot Found) "John Proffit LS 2860")

5264.09° (C)

_ (Found 1977 Brass Cap Mon.

! have relied upon a BLM plal and nofes of
Township 6 North, Raonge 8 Easl, conducted by T. C. Bailey
and approved December 10, 1875 as file No. 255.

! further certify that the above plat correclly shows the true
dimensions of the properfy surveyed.

2645.15" (M)

NORTH (P)
N 0°04°04” W (M)

(Basis of Bearing)

5290.30" (C)

BASIS OF BEARING

Basis of bearing is N 0°04/04” W between the East Vi corner
and the Northeast corner of Seclion 8, T6N, RSE, S.L.B.&M.,
U.5. Survey.

BASIS OF ELEVATION
Elevation is based on a GPS observation of a rebar conirol
point set by U.E.S. marked "Willie” which is located in the

NW Yy of the SE Quarfer of Section 8, T6N, RSE, S.L.B.&M.,
Survey. Elevation = 6994 feel.

ell plat signed by Robert Kay on February 286,

14-8", file: QUANECO, LLC, was relied upon

L rvey. An original GLO plat of Township 6

ey 5 S.L.B.&M. U.S. Survey and conducted by
2 : pon in conduclting this survey.

5 |

L)
¥ ‘
oK _
g
T2 L —
0 [
L3 |
£y = Crane Well 17-8
- 1382’
S99y FWL
By 5O
FRO Y

EW g
...nu. Sw S _ - Southeas! corner Secti 1
332 oot T6N, RSE, SLB&M, U.S. S
NI = (Not Found)

; | i -
S 89°55'56" W 5299.74" (c)

PROPOSED WELL LOCATION LEGEND:

LATITUDE: 41.26331°N — PROPOSED WELL
LONGITUDE: 111.06834'W — FOUND BRASS MONUMENT

DISTANCES ARE GROUND " i
NAD 83, NAVD 88 MEASURED WITH GPS

8aLt Laxe Crry Orrice:

2060 EAST 2100 BouTH
BALT L CITY, LITAM BA108

ANBWERS TO INFRASTRUCTURE

— CALCULATED
— BLM PLAT

SF:1.000375
UTAH STATE PLANE
NORTH ZONE

®
@
ELEVATION: 6814° (Ungraded) O - CORNER NOT FOUND 1000
M
C
w

e —
File: CRANE SECTION 8

“ Date:  10/13/10

Graphic Scale

Sheet: | of |
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, 3

Tegeid 3 N Quaneco, LLC
e Proposed Well I B w E Cranejy‘ell 17-8
<+ Shut-In Gas Well =R S
460 ft Buffer ) "'{: - s WESTERN LAND SERVICES
i Well Pad """{m J 1:5,000 Richfield, UT 84701 (435) 896-550]
Datum NAD 83 - CONFIDENTIAL
Zone 12 Pxpacd By: LB Joste: October 13, 2010

No warranty is made for data usage purposes other than those intended by Western Land Services. Maps are created as part of a GIS that compiles
records, information, and data from various sources. This data experiences frequent updates and accordingly, WLS shall not be liable for any errors or omissions herein.
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QUANECO LLC
SECTION 8, TBN, RBE, SLB&M

ESTIMATED EARTHWORK VOLUMES
*VOLUMES ARE UNADJUSTED*

Q 50 120 PAD

mmm WELL ELEV: 6812.50

SCALE TOTAL CUT: 4334 CU.YDS
TOTAL FILL: 3466 CU.YDS
NET VOLUME: 868 CU.YDS (CUT)
PiT

VOLUME: 474 CU.YDS

CONTRACTOR NOTES:
1. RECLAIM ALL DRAINAGE'S AFTER PROJECT COMPLETION

2. CONTRACTOR SHALL BE RESPONSIBLE FOR ALL
IMPORTING AND EXPORTING OF SOIL MATERIAL
NECESSARY 7O COMPLETE THE PROJECT AS DESIGNED.
EARTHWORK CALCULATIONS SHOWN ON THESE PLANS
ARE BASED ON THE INPLACE 95% COMPACTION FILL,
CONTRACTOR SHALL BE RESPONSIBLE TO DETERMINE
SHRINK /SWELL OF EXISTING AND FILL MATERIAL AND
FOR ALL EARTHWORK QUANTITIES.

S VU
e

I
g

/ ENSTIRG ACCESS ROAD

[t U,
e
e
e
s e

o

e
JpE—

LEGEND

S 0000~ T CONTOURS PROPOSED MAJOR
N """ CONTOURS PROPOSED MINOR
R T~ <. CONTOURS EXISTING MAJOR
Y e 77T T T CONTOURS EXISTING MINOR

00%  SURFACE SLOPE

CLIENT: QUANECTDLC

FROJECT NO: CRANE WELL 17-8

CALDWE L L ~ Sat Lake Crv OrFet:
RICHARDS
SORENSEN

AHNSWERS Y0 INFRASTRUCTURE
.

ORAWN B A REGAL ™™ 0/12/10‘5"“% GF 1
CHECKED BYIJ.ATKIN 15(:11.{: 1"=60"
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SURFACE OWNERS AGREEMENT
[Deseret Land and Livestock Ranch]

THIS SURFACE OWNERS AGREEMENT (this “Agreement”) is made and entered into as
of the 28th day of July, 2008, by and between FARMLAND RESERVE, INC., a Utah non-profit
corporation (“Owner”), and QUANTUM ENERGY, L.L.C., an Oklahoma limited liability company
(“Lessee™).

RECITALS

A. Owner is the owner of the surface estate of certain parcels of real preperty situated in
the Counties of Summit, Morgan, and Rich, in the State of Utah, and in the County of Uinta, in the
State of Wyoming, as more specifically described on Exhibit A, attaché etojand incorporated
herein by this reference (the “Property™).

B. Lessee leases or will lease certain mineral j is tlying all or portions of the
Property. :

C. Lessee desires to develop the mf@i)t ests.

D. Lessee and Owner de nto this’Agreement setting forth the obligations of
Lessee as related to Owner’s sur st d theypayment to be paid to Owner as a result of any
and all of Lessee’s mineral t, 40 albdepthsiand zones, and use of the surface estate.

0 MS AND CONDITIONS

NOW, REFOREgin consideration of the covenants and promises set forth herein to be
kept and performed by the parties iereto, and other good and valuable consideration, the receipt and
sufficiency of which are‘hereby acknowledged, it is hereby agreed as follows:

1. Permissionto Aecess the Property. Owner hereby grants Lessee and Lessee’s agents,
servants, employees, consultants, contractors and subcontractors, or any party acting as an agent of
Lessee (colléctively, “Lessee’s Agents™), a nonexclusive right to enter upon and use the surface of
the Property for the purpose of drilling, completing, equipping, producing, and operating oil and gas
wells on the Property and for installing, constructing, and maintaining production facilities, access
rogds, power lines, and pipelines to gather oil, gas, and water produced from Permitted Well Sites
(defined beléw) on the Property, all subject to the terms and conditions of this Agreement. Lessee
shalbhave no rights to import onto the Property gas, oil, or water from areas not comprising the
Property, unless such oil, gas or water is from an agreed upon, in writing, AMI (Area of Mutual
Interest) that is moved across Owners acreage to get to a pipeline connection. Notwithstanding
anything to the contrary herein, the Property and Lessee’s rights, as defined and set forth in this
Agreement, will be limited to those portions of the Property that Lessee has a current lease for
mineral, oil, and/or gas interests, and except as provided expressly herein, Lessee shall have no other
rights to use or access the Property. Owner reserves the right to terminate any of Lessee’s
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consultants, contractors or subcontractors, if said consultants, contractors or subcontractors are found
to be in willful breach of this agreement.

2. Reservation of Rights by Landlord. The rights granted fo Lessee herein are
nonexclusive, and Owner specifically reserves the right to use the Property, to use access roads, to
use the surface and subsurface of the Property, and to grant easements, licenses, and other rights in
the Property, except that successive rights in the Property shall not materially interfere with or
obstruct Lessee’s rights under this Agreement,

3. Termination. This Agreement and Lessee’s obligations hereunder will terminate 48 to
the Property, or portions thereof, upon the last to occur of: (i) termination of the miheral, oil, and/or
gas leases that grant Lessee an interest in the Property (the “Gas Leases”} ot (ii) upon ¢emplete
reclamation and restoration of the surface of the Property according to the
prescribed herein and written acceptance of the reclamation and 1%

federal agencies having jurisdiction over such matters. Th& a
in

Standards” are defined

and set forth on Exhibit B, attached hereto and incorpor this reference.

4. Condition of the Property; Rele Lagsechaccepts the Property and all aspects
thereof in “AS IS”, “WHERE IS” condition, vantics, eitherexpress or implied, “with all
faults”, including but not limited to bot tent defects, and the existence of Hazardous

1 atranties, express or implied, regarding the title,
dilgg; but not limited to any warranty of merchantability or
hall obtain any and all consents, approvals, permissions, and
agreements to cross, engumghey or chcroach upon any other easements or rights of others related to its
use and improvemeut r erfys, Owner makes no representations or warranties regarding the
existing or nonfexisteMe”of afiy prior leases, rights-of-way, easements, licenses and other
instruments and Sfgegments affecting the Property, whether recorded or unrecorded. All operations
of Lessee and Lessee’s Agents shiall be conducted at the sole risk, cost, and expense of Lessee.
Lessee shall enter upon the\Property at its sole risk and hazard, and Lessee, and its successors and
assigns, hereby release Ownerfrom any claims relating to the condition of the Property and the entry
upon the Property by Lessee and ].essee’s Agents. Lessee is not responsible for any pre-existing,
third party hazards; and hazardous substances.

Substances, if any. Lessee hereby
condition and use of the Proper,
fitness for a particular purp

5. Notification Upon Entry. Except for reasonable routine production and monitoring
operations, Lessee shall: (i) notify Owner prior to Lessee or Lessee’s Agents entry upon the Property
(Unless otherwise noted, this notification will be 72 hours for survey work and 30 days for all other
major work); and (ii) consult with Owner, and obtain Owner’s consent, as to the location of
Permitted Well Sites (defined below), Roads (defined below), Pipelines (defined below) and all other
facilities/improvements permitted by this Agreement.

6. Roads. Lessee shall have the right to access the Property on existing roads, to use
existing gates, and to enter upon the Property for the purposes permitted by this Agreement. Lessee,
at Lessee’s sole cost and expense, agrees to maintain existing roads located on the Property, that are
used by Lessee or Lessee’s Agents for its exploration and production activities, which maintenance
must be conducted in accordance with the provisions of this Section 6 and the provisions set forth in

1011119
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the “Works Standards” defined in Exhibit C, attached hereto and incorporated herein by this
reference. Lessee also has the right, at its sole cost and expense, to improve existing roads on the
Property, as well as the right, at its sole cost and expense, to construct and use new roads on the
Property, along with the obligation to maintain said improved or new roads (the existing roads and
the new roads used by Lessee are collectively refetred to herein as the “Roads™). Lessee’s rights to
improve existing Roads, or construct and use new Roads, is also subject to Lessee and Lessee’s
Agents complying with the provisions of this Section 6 and the Work Standards set forth on Exhibit
C. Owner will provide Lessee with a map of all existing roads. This map will be used by Lessee as
a base map showing all existing roads that are planned for operational use by Lessee, I.essee’s
activities in relationship to existing or new Roads are subject to the following:

Owner in reasonable detail of the location, width, cuts, fills, and bar ditches Scachnew Road that it
proposes to construct or each existing Road it proposes to modi in¥he case of use only,
Lessee shall only provide details of the location) on the Proper essee shalbnot commence the
§
da

6.1.  Prior to the construction, use, or improvement of a l}%f,j)essee shall advise

construction of any new Road or modification of an exis d Witheut first providing Owner
such information and allowing Owner a reasonable ti to review such information. For

each new Road it proposes to construct, Lessee ag ree to,work together in good faith to
select locations and designs of Roads that willgifatizg disturbance of the Property while providing
reasonable access to Lessee. In the even g wells are permitted and developed, Lessee
and Owner agree to develop reason tent standards for the permanent/semi-permanent
Roads that will be necessary fi ¢ operation of equipment and wells including gravel
thickness and Road and bar ions. Ineonneetion with Lessee’s obligations and rights to

maintain, improve, use g ictthe Roads on the Property, Lessee will purchase, under a
separate agreement,i @ bl&7 alldecessary gravel from Owner, which will be at market rate, as
established by igfal cofeetors it Evatiston Wiyoming,

6.2.  For the proper protection and handling of Owner’s livestock and to secure the
Property from trespass, Leéssee shall construct and install steel gates or cattle guards in all fences
crossed or affected by Lessee’s maintenance, use, or construction of the Roads on the Property, as
may be necessary {as deteifmined by Owner), due to the activities of Lessee. In the event cattle
guards are installed by Leéssee pursuant to this Section, the cattle guards shall be 8’ X 16’ in size with
wings and wire or steel gatesinstalled adjacent to such cattle guards to allow the movement of cattle
between pastures. Lessee shall also install culverts necessary to protect the Road beds and to control
erosion.and divert water,

6.3.  Lessee shall maintain the Roads, gates, cattle guards, bridges, culverts and any
other similat improvements (not to include any oil field equipment) to be used or constructed by
Lessee pursuant to this Agreement (the “Road Improvements”) in a good and usable condition during
the use thereof and, shall keep the Roads free of weeds, debris, litter, and trash. Upon termination of
use or abandonment by Lessee of any such Road Improvements, Lessee shall do whatever is practical
to return the land upon which such Road Improvements are located to its original condition
(including topography and drainage channels) to the extent it can reasonably do so, provided that
Lessee shall notify Owner in writing of any Road Improvements it intends to cease using and, if
Owner so requests within ten (10) days of receipt of such notice, any such Road Improvements shall

1011119
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be left in place in a good and usable condition and will thereupon become the sole property of
Owner.

6.4.  All gates will be kept closed at all times and when requested by Owner will be
kept locked to restrict unauthorized entry. At Lessee’s option, Lessce may maintain guards at any
gates in lieu of locking said gates.

6.5.  Itisagreed and understood that traffic may be delayed for shot periods while
Owner is moving livestock through the Property and Lessee’s traffic movement must be eoordinated
with Owner’s Representative (as defined in Section 31) so that such traffic movementhwilldiot
interfere with Owner’s movement of its livestock,

(24) hour period during each twelve (12) month period and shall givé least ten (10) days

6.6.  Owner shall have the right to close Roads to all trafNg fopone twenty-four
e
notice of when said Road shall be closed. Owner shall provi ee ficcess during this period.

6.7.  Owner shall have the right to e ds constructed or improved by

Lessee hereunder for any purpose and without ¢
7. Well Locations. Lessee i o consftuct, maintain, and use drilling sites
ic

and/or well locations on the Proper he Work Standards, and the following terms and

Lessee shall not gor the eonstretion of any new drilling site without first providing such
information to epmnd allowing Ownena reasonable time to review such information. Lessee
agrees to provide Owner with ¢opi€s of drilling applications prepared for the Utah Division of Oil,
Gas and Mining or the Wyoming Oil & Gas Conservation Commission, including site locations on a
topographical map and an as built survey. Lessee and Owner agree to work in good faith together to
select locations and desigisyof drilling sites and wells so that the disturbance of the Propetty is
minimized and Jzessee has reasonable access to the Property. Unless otherwise agreed to by the
parties in writing, the parties understand and agree that Lessee shall have no right whatsoever to
access the following peitions of the Property (Map of these portions of the property will be provided
by Owner):

conditions:
7.1, Tes vise Ownerinreasonable detail, including an as built map, of
the location, size, c:s, @ st eath new proposed drilling site which it proposes to construct and
T O

7.1.1 Within a one mile radius of ranch headquarters.
7.1.2  Within a one mile radius of Shearing Corral headquarters
7.1.3  Within a one mile radius of Salaratus Reservoirs, and Squaw Ponds.

7.1.4  Onany irrigated land belonging to Owner where damage may occur.

1011119
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7.1.5 Within one half mile of existing sage grouse lek. (Map of current lek
sites will be provided by Owner prior to work).

7.2.  Atthe sole risk, cost and expense of Lessee, upon completion of drilling at a
location where a well will not be operated, all drilling sites including reserve and mud pits, shall be
reclaimed and restored in accordance with the Reclamation Standards as nearly as practical to their
original condition, including topography and successfully revegetated after completion of any wells
drilled.

7.3.  AtLessee’s solerisk, cost, and expense: (i) all drilling sites, including reséive
and mud pits, where a well will be operated, shall be reduced to the minimurfi aréaof disturbance
needed, and (ii) Lessee shall reclaim and restore as nearly as practical to ifgoriginal condition and
successfully revegetated according to the Reclamation Standards, all aréax}ﬁ'eupon a well or
staging area is constructed after completion of any wells drilled. Bot 8 also agree to work
together to minimize the existence of aboveground structure ost deemed necessary by the
parties shall be constructed by Lessee at Lessee’s sole ¢ be $fa common color scheme to
blend with the surrounding viewscape. No wells will iftewithin 1,500 feet of any residence
or barn, corral, or feedlot. Earth tones such as t igeporbrownwill be used.

7.4. Atthesolerisk, ¢ parse of Lessee, upon completion of the operating
life of any well, all well sites shall bpa{C@ait d reStored asnearly as possible to their original
condition (including topograp sugpesstully revegetated all pursuant to the Reclamation
Standards and this Section

7.5, 1s/drilling sites drilled by Lessee that comply with the termms of this
Agreement shalle refc@ed to hexein as the “Pérmitted Well Sites.”

8. Pipelines. Lessee hias the right to construct, maintain, repair and replace and use
Pipelines on the Property, subject to compliance with the following terms and conditions:

8.1."_ For purposes of this Agreement, a “Pipeline” shall be defined as including an
injection line, flow ling) gas or water line, and related facilities designed to primarily service
Permitted Well Sites\operated by Lessee that are located on the Property. For purposes of
compensation, one Pipeline shall inciude any of the foregoing lines that are installed in the same
ditch at.the same time,

8.2, Lessee shall advise Owner in reasonable detail, including an as built map, of
the loeation size, cuts, and fills of each new Pipeline that it proposes to construct and shall not
commenee the construction of any Pipelines without first providing such information to Owner and
providing Owner a reasonable time to review such information, Lessee and Owner agree to work
together in good faith to select locations of each Pipeline so as to minimize disturbance of the
Property while providing reasonable access to Lessee,
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8.3.  All Pipelines, unless otherwise agreed in writing, shall be buried below the
surface of the Property below plow depth, which shall mean forty eight inches (48”) or more in depth
to the top of the Pipeline, unless otherwise agreed to in writing,

8.4.  Upon completion of the installation of a Pipeline or upon completion of any
modifications or maintenance work resulting in disturbance of the soil, and at the sole risk, cost and
expense of Lessee, all disturbance resulting from such installation, modification, or maintenance,
shall be reclaimed and restored to their original condition and successfully revegetated, as approved
by Owner and in accordance with the Reclamation Standards, which may inclide, additional
restoration in successive years,

8.5.  IfLessee fails to use any Pipeline for a period in exce of twelve (12)months,

the Pipeline shall be deemed abandoned. Upon abandonment of a Pipeli e, thelw1se agreed
in writing, Lessee shall, at the discretion of Owner, either: remgvé ing and restore the
affected Property to the condition that existed prior to the con ‘&“ f the Pipeline; or abandon
the Pipeline in-place and remove all other surface facilitie tplaced upon the Property,

to the depth of the Pipeline, and restore the right- nea1 an original condition as
reasonably practicable and will successfully rev. 'n aceordance with the Reclamation
Standards. Abandoned Pipelines will be ab 1 ing to federal, state, and local regulations,
and in the event current or future federal o regulations require the removal of Pipelines,

Lessee shall be responsible for compli ese régulations.

&89

ylinés shall be undérground, buried below plow depth which
shall be defined as beipesggr t'idches (48%), unless otherwisc agreed in writing, All costs
associated with in I singelectrical service for Lessee’s operations shall be borne by
Lessee. Owner siiall haWthe right to mun lines té connect to all power lines with no connection cost
and shall be resfgusible for the payment for any electricity used in Owner’s operations. Upon
termination or abandonment of power lines by Lessee the lines will be removed and the Propetty
restored to it’s original condition and successfully revegetated as near as possible in accordance with
the Reclamation Standards, previdedthat Lessee shall notify Owner in writing of any improvements
it intends to cease using andyif Owner so requests within ten [10] days of receipt of such notice, any
such improvements shall be left in place in a good and usable condition and will thereupon become
the sole property of Owner.

9. Power lines,

10. OtherdUses. Lessee shall confer with Owner’s Representative prior to commencing
any‘uses on the Property not described in this Agreement,

L1« Work Standards and Maintenance. All operations of Lessee on the Property shall be
conducted in accordance with the “Work Standards” set forth and defined on Exhibit C, Lessee shall
at all times keep the Permitted Well Sites, Roads, and other areas of the Property used by Lessee safe
and in good order, free of noxious weeds, litter and debris, Lessee shall conduct periodic trash
pickup if requested by Owner.

12, Compensation. Lessee agrees to the following initial rental and subsequent annual
rental compensation to Owner: For initial rental for Roads, drill sites, Permitted Well Sites, electric

6
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lines, Pipelines, and compressor sites to be constructed across the Property, Lessee agrees to pay
Owner a sum of money in advance for surface impact of such use. Said sum shall be calculated upon
an estimated roddage/acreage and is consideration for entry and construction. Said sum shall be not
less than ninety percent (90%) of the estimated end use. Upon completion, an additional initial
rental payment shall be paid to Owner to reflect the actual acres used by Lessee as determined by a
survey, For all existing Roads, Permitted Well Sites, and open locations currently in use, the first
annual rental payment needs to be made at the time of signing this Agreement, The following are the
“Payments” due to Owner pursuant fo this Agreement:

12.1. Lessee shall pay to Owner the sum of $25.00 per rod initial rental'for gach
Road upon the initial use or construction of said Road, and for exploration and development of the

Roads by Lessec on the Property. Subsequently, Lessee agrees to pay Owngg $ 10,00 perrod annual
rental for the use of any Roads from the first anniversary of this Agre l’t&yrd.

12.2. Lessee shall pay to Owner the initial re %c; 10,000f0r each Permitted
Well Site up to six (6) acres in size. For every additional &1 thereof, Lessee shall pay to
Owner the sum of $1,500 per acre (to be pro 1ated f i ). Lessee shall then pay Owner
$2,000 annual rental for each Permitted Well doned and reclaimed from the first

anniversary of this Agreement forward. Any -reclaimed locations and Roads held over
from expired agreements, used by Lesse ,‘@ der this Agreement for all current and future

exploration and production activiti
12.3. Priow §mct10n orinstallation of a Pipeline on the Property, Lessee

shall pay to Owner th .00 per rod initial rental for each Pipeline, Afier the initial
Pipeline rental pa Le hallpay Owner $15.00 per rod annual rental for all Pipelines on the
Property from th first Mmtersafy of this Agreément forward. If Pipelines, water discharge lines,
and or electrical 1 occupy the same trench, all will be included in the Pipeline initial rental and
Pipeline annual rental. At the poinf at which Pipelines, water discharge lines, and or electrical lines,

diverge into individual tfenches, they will each be subject to their individual initial and annual rental
payments.

12:4. “Prior to the construction or installation of a water discharge line, not included
in the same french as apipeline or electrical line, on the Property, Lessee shall pay to Owner $17.50
per rod initial rental for each water discharge line. After the initial rental payment, Lessee shall then
pay Qwner $7.50 period annual rental for each water discharge line located on the Property from the
firgt anniversary of this Agreement forward,

12.5. Prior to the construction or installation of an electric line, not included in the
same {rench as a pipeline or water discharge line, on the Property, Lessee shall pay to Owner $17.50
per rod initial rental for each electrical line. After the initial payment, Lessee shall then pay Owner
$7.50 per rod annual rental for each electric line located on the Property from the first anniversary of
this Agreement forward.

12.6. Prior to the construction of the following improvements on the Property,
Lessee shall pay to Owner $2,000 per acre initial rental for each compressor station, sales meter
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house, or other building. After the initial payment, Lessee shall then pay to Owner $2,000 per acre
rental for each compressor station or sales meter house located on the Property from the first
anniversary of this Agreement forward.

12.7. Payment for any other impact caused by Lessee not enumerated in this Section
shall be on a fair and reasonable basis to be negotiated by the parties for cach such use,

12.8. All initial payments described in this Section shall be paid in full prior to
commencement of any work relating to said payment.

12.9. Quantum Energy, L. L. C. (Quantum) will assign, or cduse fo,be assigned, a

3% (percent) overriding royalty interest (ORRI) in favor of Farmland Reserve, Ine, (Farmland
Reserve) on all mineral leases acquired by Quantum, which are loc tedwthe surface area
owned by Farmland Reserve and subject to the surface use aggeel een, Quantum and
Farmland Reserve. &

12.10. Payment Escalation, On the fix (versy of this Agreement, and annually
thereafter, all Payments described in this Agree hall be Subjeetto escalation, Such adjustments
shall be determined applying the percentage ¢ er Price Index-Commodities, for Finished
Goods (Series Id; WPUSOP3000) publi V5. Depathment of Commerce, Bureau of Labor
Statistics, which index 1is acc ¢ Bureau of Labor Statistics website at

http://data.bls.gov/egi-bin/sury otal of the initial Payment due Owner hereunder (and,
in the case of an over pay yloverpayment) and all Payments relating to well bores,

Roads, Pipelines, rescryes -1act towers, structures, and any additional item relative to a stated or
negotiated payme s®1 paid; constitute full and total consideration to Owner,
13. 1 Qétrictions.

13.1. General Use Restrictions. Lessee shall not permit any of Lessee’s Agents
operating hereunder, to bringrany dogs, explosive devices, weapons (including bows, guns, and
firearms), alcoholic beverages, or illegal drugs on the Property or to recreationally use horses, trail
bikes, motorcyeles, ATV’s, snowmobiles, or recreational vehicles on the Property. Lessee and
Lessee’s Agents shall not prospect for antlers, prospect for fossils or antiquitics, hunt, fish,
recreational camp, recreational hike, trap or conduct any recreational activities on the Property.
Lessee’sand Lessee’s Agents shall at all times carry identification which identifies them as agents of
Legsee, and shall'promptly and courteously produce such identification upon request by Owner’s
representatives. Lessee shall not place any trash, rubbish or debris on the Property. Any employee,
agent 'or confractor who violates any of the provisions of this Section may, in Owner’s sole
discretion, be forever denied access to the Property. Lessee shall instruct each of its employees,
agents and contractors concerning the material terms of this Agreement, and Lessee’s major
contractors shall be provided with a copy of this Agreement, prior to their entry upon the Property.
During the exploration and development phase Lessee agrees to abide by decisions of Owner wildlife

biologists and the Utah Division of Wildlife concerning wildlife critical needs. Additionally, Lessee
shall not unnecessarily disturb the livestock and wildlife on the Property.
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13.2. Fire. Lessee shall take reasonable steps to prevent fire and to promptly
extinguish fire, including, but not limited to, (i) maintaining a fire extinguisher, shovel, ax, bucket,
and, if requested by Owner, a filled water backpack sprayer in each service vehicle entering upon the
Property, and (ii) utilizing spark arresters on all gas or diesel powered equipment. Lessee shall
endeavor (o use diesel powered vehicles whenever possible to avoid fires resulting from catalytic
converters. Lessee may not construct open fires on the Property, No trash or timber slash will be
burned by Lessee on the Property. Lessee shall promptly and fully compensate Owner for all
damages caused by fire arising out of Lessee’s operations, including, without limitation, any charges
incurred by Owner for fire suppression, replacement of fences and other property damaged or
destroyed by fire, the reasonable cost of moving livestock to unburned pastures, and, if neeessaryythe
reasonable cost of renting unburned pastures.

13.3. Stacking. Lessee shall have no right whatsoe erw on the Propeity
equipment, supplies, materials, tubular goods, pipes, and any othetdt used in connection
with Lessee’s operations on the Property (collectively, the “O M quipment™), unless Lessee
and Owner have entered into a separate written agree onc@Miing the particular piece of
Operational Equipment Lessee desires to stack, Notug difthe foregoing, Lessee may stack
Operational Equipment on the Property for less t hi } consecutive days, so long as Lessee
removes or begins to actively use the Operatigual Wdbign€nt prior to the expiration of the thirty (30)
days. 6

damage to the Property, its i efty, ot livestock or wildlife management program resulting

14, Extraordinary I, sscppagrees to compensate Owner for extraordinary loss or
gligbnce.

from Lessee’s operaticQ

15, ital andétherimages. Lessee agrees to provide, if available, digital maps or
other imaging o its/Permitted Well Sites, installations, equipment, Pipelines, flowlines, structures
or other installations in a format compatible with Owner’s computer hardware and software systems.

16. Water Wells and Springs.

I6el, ‘Background. Owner has existing water wells and springs on the Property.
Lessee has acquired leases for the development of Coal Bed Methane Gas (“Methane Gas™) and
intends to drill and complete wells for the production of methane. The development and production
of Methane Gas usually requires the production of water in conjunction with Methane Gas and may
cause the localized reduction of water levels within certain individual strata of the ground water
aquifers. D'essee has advised Owner that the production of water in association with gas could
adversely affect the productive capacity of Owner’s or neighbors’ existing water localities which
draw watet from the underground aquifers. In order to facilitate the multiple usage of the natural
resources consistent with sound environmental practices, to mitigate potential adverse effects on
Owner’s or its neighbors’® springs or water wells, to assure prompt and effective remediation, and
reduce the need for regulatory intervention by State and Federal agencies, Owner and Lessee agree to
comply with the following terms and conditions:

16.2. Definitions. These terms and phrases will have the following meanings:
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16.2.1 “Circle of Influence (“COI”)” shall mean the area that falls within a
circle, the center of which is the location of a producing Methane Gas Well, which has a radius of
one-half mile (2,640 feet) and contains approximately 502.66 acres.

16.2.2 “Impaired Springs or Water Wells” shall mean any springs or water
wells existing on Owner’s property within the COl, existing at the time of the Methane Gas
development, which spring or well experiences a significant reduction of capacity to deliver water in
quantity and/or quality sufficient to support the ordinary and customary use of the welbor spring,

16.2.3 “Methane Gas Well” shall mean any well drilledand ¢empleted for the
production of coal bed methane that withdraws water and/or gas and wa@the aquifer for a

period exceeding thirty (30) days.

16,3, Permission to Discharge of Water. Sur &b@of produced water will
be permitted by Lessee only if: (i) Owner expressly agree &ii atge and 1s provided a water
discharge plan from Lessee; (ii) the discharged LneefPall governmental standards for
discharged water and will not create wetlands; (i) t harged water does not unreasonably
degrade or adversely affect the quality of \ er courses on or damage or threaten to
damage the Property or the soils or vege o thereony and (iv) the produced and discharged
water can be put to beneficial use ih ion of livestoek water. If Owner consents to the
surface discharge or storage ater, Lesseefshall follow all applicable rules and
regulations of any gover tity concerning(the method, quality, and location of the

discharge or storage of paggluse tef. Lessee will not appropriate any of the produced water for
beneficial use, and he % I

Hy€ooperate with Owner to permit Owner, if Owner so desires, to
appropriate and fpply (Mpfoduced water for beéncficial use.

16.4. Duty torTest. Upon establishment of a COI, Lessee, at its sole risk will
measure, or cause to be measured, the static water level and productive capacity (the baseline
measurement) of water wells.and springs within the COI and will attempt to determine the depth
and configuration of these Wells through consultation with Owner and from the records of the State
Engineer of thesState of Wyoming or Utah. Lessee shall also test for the presence of Methane Gas
or other cofiponents in the water, which may be caused by Lessee’s activities, in the water wells or
springs. Tests shall be performed in accordance with recognized and accepted test procedures
apprepriate for water wells or springs.

16.5. Allowance of Test. Owner will, upon reasonable notice, allow the testing of
waten wells and springs within the COI, including a static water level test that may require the
cessation of withdrawals of water from the well for a period not to exceed twenty-four (24) hours.

16.6. Well monitoring program. Lessee will establish a continuing spring and water
well monitoring program, the intent of which is to enable Lessee to identify changes in the capacity
of Owner’s water wells and springs within the COI. Lessee will, upon request of Owner, provide all
test data, both baseline data and monitoring data to Owner. Lessee agrees, at its sole cost and
expense, to test for water quality and quantity of all produced water and springs, and wells, and all

10
1011119



APl We&PN Wie G638 3 568T38300020000

water wells drilled by Lessee upon the Property. Said testing shall continue on a semi-annual basis
for the first two (2) years. If there is a significant change in water quality or quantity, Lessee will
determine and, if responsible, rectify the cause of that change. If there is no significant change in
water qualify or quantity during this time, the interval for testing shall be reduced to once a year
thereafter, for so long as Lessee continues its operations. Water analysis records and results will be
provided to Owner.

16.7. Failure of a Well. If a spring or water well becomes an Impaired Spring or
Water Well, Owner shall first take reasonable steps to certify that the impairment ig,not due to
mechanical, electrical, down hole integrity, or pump problems and, if none of these problems appear
to be the cause of the impairment, Owner will then notify Lessee of the impairment by phone and by

writing, v

16.8. Duty to restore water. Within thirty (3Q)d ceipt of notice of
impairment, Lessee shall restore Owner’s access to water of t duantity and quality to offset
such impairment by reconfiguring, redrilling the Methang GaS@Vel$¥iedrilling of a new Methane
Gas Well, or by other means. It is recognized th iond@®power o Pipeline costs may be
associated with any reconfiguration of an Impz@'ng Water Well, The additional costs of

h
1

the restoration of water are those of Lesseg if1¢ site of the well or water access may be
changed by mutual agreement of Lesse

ediate Water, Lessee agrees that upon notice of
day eurative petiod, in order to provide and make water
available for wildlife, livestock usage in quantity, quality, and location required for
the maintenance @ customary, wildlife, and domestic livestock needs, Lessee shall
develop emergghcy pi uresdfor immediate’delivery of water to any such affected area within
twenty-four (2 of notice by Ownet, Lessee shall notify Owner of Lessee’s Agent appointed
to handle such matters, providing a local contact and a twenty-four (24) hour emergency contact.
Owner shall make a good faith effort to inform Lessee by phone, fax, or other expedient method of
communication of.any impending loss or damage to wildlife or livestock, allowing Lessee a
reasonable opportunity to mitigate such damage. Under extraordinary water loss circumstances,
where death ofilivestockis imminent, Lessee shall mobilize relief water via tanker truck, within
one (1) hour of being notified by Owner.

impairment and during t

16.10. Expansion of the COl. Inthe event it is determined that there is an Impaired
Spring or Water Well, as defined above, in any COI, that COI shall be expanded based on the
loeation ofithe impaired spring or wells. The COI shall be divided into equal quadrants (NE, NW,
SW, SE) and based upon which quadrant the impaired water is located in, that quadrant shall be
expanded by the area included within an arc one eighth of a mile wide (660 feet) outside the
existing COl. Likewise, should it be determined that there is an Impaired Spring or Water Well
within the expanded quadrant of the COI, that quadrant shall be again expanded by another 660 feet
increment, This expansion approach shall be used to expand any COI in any direction where
Impaired Spring or Water Well is determined during the life of the Methane Gas Well.
Notwithstanding the above, if no water well or spring exists within any COI or quadrant thereof, the
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arcs and associated quadrants not containing a water well or spring shall be expanded to include the
next nearest water well or spring.

16.11. Duty to Cooperate. Atany time that Lessee undertakes activities to enhance
Owner’s springs or water well capacity or to restore an Impaired Spring or Water Well’s water
quality and quantity, and should such activities require permits from regulatory agencies or
permissions from third parties for surface entry, Owner shall aid and assist Lessee in the obtaining
of permits and permissions necessary to conduct the operations. All costs of the operations,
including fees for obtaining permits and permissions, shall be borne by Lessee.

16.12, Mediation Board. In connection with settling disputes under this Section 16, a
mediation board may be formed for the purpose of mediating disputes befigeen Lessee and Owner
under this Agreement. The board shall consist of three (3) members, with\gue #1 ) member being
selected by nomination of Owner and one (1) member being seleﬁnv and one (1) member

being selected by the parties nominees, (&
16.13. Dispute Resolution. In instan ¢ avater well or spring has become an

Impaired Spring or Water Well as defined herginh, ‘antl Owher and Lessee have not been able to
agree on the cause of the damage, the mediptigo alldetermine the cause of the impairment
and decide which of the parties shall ulitt % tsponsibléfor bearing the cost of remediation.
The mediation board shall have t & gortion‘and divide the costs among the parties in the
event that both mechanical tiR® responsibilitydof Owner, and aquifer drawdown, the
responsibility of Lessee, 1§ in causing the water well to become impaired.

) J4d, D of the Watei. I.essee shall engage in a written plan of disposal of all
water producedifrom at mducing Methane Gas Wells on Owner’s property (the “Disposal Plan”).
The Disposal Peg,stall reasonably consider the water salts sodium absorption ratio, and all other
components, the effect upon animals, soils, neighbors, growing crops, riparian zones, and hay
meadows and other ranch,uses and shall seek to minimize water damage while making lawful
beneficial use of the produced water. If disposed water is causing harm to the Property, the
surrounding environment, or theanimals located thereon, as determined by Owner in Owner’s sole
discretion, Lesséeshall immediately cease disposing water on the Property. Any and all produced
water from any wells drilled by Lessee will be made available for wildlife and stock watering
purposes and the formation of productive riparian habitat within State law. The water shall be
direeted from the wells to water troughs and storage reservoirs through a piped system constructed
by Lessee in locations approved by Owner. These storage troughs and reservoirs are to be
constructed within State law and to Owner’s specifications, with inspection and approval by
Owner’s zepresentative, Overflow from these reservoirs is to be controlled by Lessee and cannot be
discharged into any surface drainage system. All legal responsibility, costs, and expenses associated
with the management of the produced water will be that of Lessee. Maintenance of water facilities

shall be the responsibility of Lessee.

17.  Permits/Legal Requirements. Lessee shall comply will all laws, rules, and regulations
pertaining to the Property and to Lessee’s operations thereon. Lessee shall apply for and obtain such
permits as may be required by any county, state, federal, or other duly constituted authorities. Lessee
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agrees to indemnify and save harmless Owner for any penalty, fine, or assessment for failure to
obtain such permits.

18.  Taxes. Lessee shall pay: (i) all taxes and assessments that may be levied against the
buildings, equipment, supplies, fixtures, and improvements placed on the Property by Lessee; and (ii)
all increases in taxes against the Property resulting from the construction of facilities upon or change
in use by Lessee of the Property.

19.  Encumbrances. Lessee shall not act nor omit to take any action which'¢ould resultin
encumbrances or liens of any kind or nature whatsoever to be asserted against the Propeity, «The
assertion of any lien or encumbrance shall require Lessee, within thirty (30) daysmafter receipt of
notice of the filing or recording of such lien, either to remove the same fom the Propérty as an
encumbrance or to provide a corporate security or other bond acceptablé t(&ﬂﬁ to the benefit of
Owner in the sum of at least twice the amount of such encumbrange©r

‘%1“ :
pa

satisfactory surety as to such lien amount, Lessee may Iitig%t%g
pe

on the provision of

such lien fully. If at the
elien or encumbrance, and
d, including, but not limited to,

end of thirty (30) days no surety has been provided Owngr
Lessee shall immediately reimburse Owner for all
reasonable attorneys’ fees and recording costs.

20.  Other Structures. Lesseea ﬁ edBs that Owner has made no representation of the
existence or nonexistence of other e inprovements; including but not limited to, fiber
optic, power and telephone ling i ocated within ot adjacent to the Property, and Lessee
agrees that it will be solely o1} and will repair or replace at its own expense, any and all
roVemeénts or pipelines resulting from Lessee’s operations.

damage to these struct

21, 1 emrﬁon. Lesseeand itssuccessors and assigns hereby agree to indemnify,
defend (with co cceptable to Owner) and hold harmless Owner, and any entity controlling,
controlled by or under controh with Owner (“Affiliates™), and its and their Affiliates’ officers,
directors, employees, managers, members, agents, servants, successors, and assigns from and against
any and all liens, liabilities, encumbrances, costs, demands, claims, penalties, fines, judgments,
losses, and/or damage (inchiding without limitation, diminution in the value of the Property), costs
or expenses (ineluding aftorneys’ fees, consultant fees, and expert fees) including for the death of or
injury to any person or damage to any property whatsoever, arising from or caused in whole or in
part, directly or indirectly out of: (i) the presence in, on, under, or about the Property, or any
discharge or release’in or from the Property of any Hazardous Substances relating to Lessee’s
presence upon oruse of the Property in any respect, or Lessee’s use, analysis, storage, transportation,
disposal, release, threatened release, discharge, or generation of Hazardous Substances to, in, on,
underpabout, or from the Property, except that this clause (i) shall not apply to Hazardous Substances
existing on the Property prior to the effective date of this Agreement, unless the release or discharge
of the Hazardous Substances existing on the Property prior to the effective date of this Agreement
was caused by Lessee or Lessee’s Agents, in which case this clause (i) shall apply; (ii) Lessee’s
failure to comply with any law or regulation now or hereafter enacted, including any Hazardous
Substances Law; (iii) the acts and omissions of Lessee and Lessee’s Agents; (iv) the use of the
Property by Lessee and Lessee’s Agents; (v) claims against Owner, its Affiliates, and its and their
Affiliates’ officers, directors, employees, managers, members, agents, servants, successors, and
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assigns, by third parties damaged caused by Lessee’s use and occupancy of the Property; (vi) any
breach or default by Lessee or Lessee’s Agents of any of Lessee’s obligations under this Agreement;
and (vii) any work performed on the Property by Lessee or Lessee’s Agents, provided, however, that
the foregoing indemnity shall not apply to the extent any such claim is caused by the gross
negligence or willful misconduct of Owner. Lessee’s obligations hereunder shall include, without
limitation, and whether foreseeable or unforeseeable, any and ali reasonable costs incurred in
connection with any investigation of site conditions, and any and all reasonable costs of any required
ot necessary repair, cleanup, detoxification, or decontamination of the Property, and the preparation
and implementation of any closure, remedial action, or other required plans in connection therewith.
The terms and conditions of this provision shall remain effective after the expiration or termination
of this Agreement, so long as the event for which the indemnification is needed @eeurred prior to
such expiration or termination.

As used in this Agreement, the term “Hazardous Substancgg” azardous and toxic
substances, wastes or materials, including without limitatig &E 'hons (including naturally
occurring or man-made petroleum and hydrocarbons {&b materials, explosives, urea
formaldehyde insulation, radioactive materials, biolog azaiious substances, PCBs, pesticides,
herbicides, and any other kind and/or type o ludgnts“or contaminants (including, without
limitation, asbestos and raw materials whi azardous constituents), sewage sludge,
industrial slag, solvents and/or any othgr® sWOstances or materials which, because of toxic,
flammable, ignitable, explosive, vespeactive; radioactive, or other properties may be
hazardous to human health or t : fit and/or are included under, subject to or regulated by
any Hazardous Waste Law@ dzardous Substances shall not include properly handled and

transported oil, gas 011‘@% produced water that originates from Permitted Well Sites drilled by

Lessee on the Pro

Asused Q}Agreemem, the term*‘Hazardous Waste Laws” means any and all present and
future applicable (i) federal, state'and local statutes, laws, rules or regulations, including without
limitation the Comprchénsive Environmental Response, Compensation and Liability Act of 1980, as
amended by the Superfund, Amendments and Reauthorization Act of 1986, the Resource
Conservation and RecoveryActof 1976, as amended by the Used Oil Recycling Act of 1980, the
Solid Waste Disposal Aet Amendment of 1980, the Hazardous and Solid Waste Amendments of
1984, the Hazardous Substances Transportation Act; the Clean Water Act, the Clean Air Act, the
Toxic Substances Control Act, the Safe Drinking Water Act, the Occupational Safety and Health
Act, thesFederal Water Pollution Control Act, the Federal Insecticide, Fungicide and Rodenticide
Adt, and all state'and local statutes governing Hazardous Substances; (ii) judicial or administrative
interpretations thereof, including any judicial or administrative orders or judgments; and (iii)
ordinances{ codes, plans, injunctions, decrees, permits, demand lefters, concessions, grants,
franchises, licenses, agreements, notices, or other governmental restrictions, relating to the protection
of the public health, welfare, and the environment, or to any actual, proposed or threatened storage,
holding, existence, release, emission, discharge, spilling, leaking, pouring, pumping, injection,
dumping, discarding, burying, abandoning, generation, processing, abatement, treatment, removal,
disposition, handling, transportation or other management of any Hazardous Substance or any other
activity or occwrrence that causes or would cause any such event to exist.
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22.  Duty to Provide Insurance. Prior fo and at all times after initially entering upon the
Property for any purpose, Lessee and Lessee’s Agents shall at their sole expense maintain with a
reputable company or companies acceptable to Owner: (i) a policy or policies of commercial general
liability insurance with respect to the Property and the operations of or on behalf of Lessee and/or
Lessee’s Agents on or about the Property, including but not limited to owned and nonowned
automobile (vehicle) liability, personal and advertising injury, blanket contractual, broad form
property damage and product/completed operations liability coverage for not less than three million
dollars ($3,000,000,00) combined single limit bodily injury, death and property damage liability per
occurrence; (i) Endorsement CG 00 39 (removing the pollution exclusion) or its equivalent, with the
same limits of liability as set forth above; and (iii) workers compensation insurance in‘anamount
required by law, together with employers liability, with a Waiver of Subrogation endeisement by the
insurance carrier as respects Owner.

have against Owner to the extent of the indemnity obligation ssee shall provide that the
policies of insurance required above shall be primary an eXWwner as additional insured as
respects the obligations in this Agreement, and shall y to Owner and Lessee, with the
provision that any other insurance carried by O shall be non-centributing,

Lessee, for itself and its insurers, hereby waives ggy Tt ccovery Lessee may
r
m

¢ BT any of the obligations of Lessee under this
tiongindemnity obligations, shall be limited to the
o maintain hefeunder.

Neither the amount no
agreement or otherwise, including
amoust of the insurance Lessesds ir

iy

Any policNox certificates of insurance required under the provisions of this Section
must contain an ¢ 1 1 pravision that not less than thirty (30) days’ prior written notice be
given to Owner @Z icellation or teduction of coverage or amount of such policy. A certificate
issued by the in ¢ carrier of gach policy of insurance required to be maintained by Lessee,
stating the limits and other proviSions required hereunder and in a form reasonably acceptable to
Owner, shall be delivered to Owner prior to Lessee entering upon the Property for any purpose, and
thercafter not later than thirty (30) days prior to the expiration of the term of each such policy. Any
policies required heteunder maghbe made a part of a blanket policy of insurance, so long as such

blanket policy@ontains all of the provisions required herein and does not in any way reduce the
coverage, impair the rights of Owner hereunder or negate the requirements of this Agreement.

23, . »Access to Work Area and Records. Lessee shall, except as otherwise provided herein,
petmit Owner otits duly authorized representatives, at Owner’s expense, full and free access at all
reasonable times to all operations of every kind and character being conducted on the Property and to
the reeordsof operations conducted thereon or production therefrom, including Lessee’s books and
records relating thereto. Lessee will furnish to Owner upon request copies of any and all reports and
information obtained by Lessee in connection with production and related items, including, without
limitation, meter and chart reports, production purchaser statements, run tickets and monthly gage
repotts, but excluding purchase contracts and pricing information to the extent not applicable to the
production of Owner., Lessee will file and upon written request promptly furnish copies to Owner of
all operational notices, reports or applications required to be filed with all local, State, or Federal
agencies or authoritics having jurisdiction over operations hereunder.

15
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24,  Right to Purchase Gas. Owner shall have the right, but not the obligation, to purchase
any ot all gas produced from the Property at prevailing market rates.

25.  Right to Assume Operations as Water Well. Upon notice of abandonment of a
Methane Gas Well, Permitted Wells, or water wells on the Property given by Lessee to Owner,
Owner shall have sixty (60) days to elect to assume the operations of said well as a water well.
Owner shall notify Lessee of its election to assume ownership of said well for the purposes of
producing water, and Lessee shall assign and transfer to Owner all rights in said well. bessee shall
plug the well below the fresh water-bearing formation identified by Owner in its election notice to
acquire the well, or if no depth election is made, to plug back as per State of Utah regulatory
requirements. Lessee shall leave all casing above the formation in the holg In eélecting toracquire
the well, Owner shall assume and be responsible for all liabilities agd an¥ainghemental costs to
complete the well as a water well to the water bearing formation that it 1 i8 selected during
the election period, and Owner AGREES TO INDEMNIF ND RELEASE Lessee
FROM ANY AND ALL CLAIMS ARISINGFROM § WELLS, unless said claims
arose prior to Owner’s assumption of the well, in wiltlout limitation, the plugging and
abandonment of said well. If Owner elects to g erations of an abandoned well as a water
well, Owner shall take over said well bore i with the rule’and regulations of any State
regulatory agency which oversee such

é@he lowing: (i) a default by Lessee of its obligations stated

26.  Default, Inthe
herein; (i1) Owner has provi

ssPe-wititten notice of Lessee’s default; and (iii) thirty (30) days
have expired since Les ritten notice ftom Owner regarding Lessee’s default and Lessee
has failed to cure j @i indhe proseribed thirty (30) day period, Owner, at its option, may:
(a) pursue any re@z abledblaw obin equity; (b) pursue the remedy of specific performance or
injunction; (c) se laratory relief: (d) pursue an action for damages for loss; and/or (¢) terminate
this Agreement. If Owner chooses 10 terminate this Agreement, Lessee shall be obligated to comply
with all restoration and reclamation activities stated herein until the Propetty is restored and
reclaimed pursuant te.the Reglamation Standards and the other relevant terms and conditions of this
Agreement,

27./ No Parinership. Nothing contained in this Agreement shall create or be construed as
creating a \partnership, joint venture, or employment relationship between Owner and Lessee.
Neither©wnetnor Iéessee shall be liable, except as otherwise expressly provided in this Agreement,
forany obligations or liabilities of the other. Lessee expressly agrees to indemnify and hold Owner,
and the propetty of Owner free and harmless from any and all obligations and liabilities incurred by
Lesseein conducting operations, whether conducted pursuant to this Agreement or otherwise on the
Property.

28.  Environment. Except as provided herein, Lessee shall not commit or permit to be
committed any waste upon the Property or permit a nuisance thereon. Furthermore, Lessee shall not
store (except as necessary for operations) or dispose of or allow to be stored (except as necessary for
operations) or disposed of on the Property any Hazardous Substances, including oil, gas, and all
other petroleum products. Lessee agrees to comply with all federal, state, and local environmental
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laws and to reimburse and indemnify and defend Owner from any costs or liabilities incurred by
Owner as a result of Lessee’s breach of this provision. To the extent materials abandoned by Lessee
on the Property are deemed at any time to be Hazardous Substances under federal, state, or local law,
Lessee shall be responsible for removal of such substances and complying with any and all laws or
regulations relating thereto.

29.  Waiver. The failure of either party to insist upon strict performance of any of the
covenants or conditions of this Agreement in any one or more instances shall not be construed as a
waiver or relinquishment for the future of any such covenants or conditions, but the same shall be
and remain in full force and effect,

30.  Notice. All notices and other communications provided forgh this Agreemient shall
be in writing and shall be sufficient for all purposes if: (i) sent by fa toJ’%}&mmber set forth

below or at such other number as the respective party may designgte’b ic®as provided herein,
and concurrently sent by 1st class U.S. mail, (ii) is personally deli%ae (iii) sent be certified or
registered U.S. mail, return receipt requested, postage prepefd Qud ad¥tessed to the respective party

at the address set forth below or at such other addr uclarty mayhereafier designate by
written notice to the other parties as herein prm@
31.  Payments. All Payment nitie out ta;
rve, Inc.
Wouth Teniple, Suite 600
ake City, UT 84111

x: {801) 715-9108

Deseret Land and Livestock
P.O{ Box 250

Woodruff, UT. 84086
Fax'(801) 793-4280

And sent to ‘ 0

so that said Payments canbe properly coded, and verified. A notice of all payments, with amounts,
shall also bg'sent to:

Natural Resources

50 East North Temple Street

12" Floor East

Salt Lake City Utah, 84150
And to

Farmland Reserve, Inc.

139 E. South Temple, Suite 600

Salt Lake City, UT 84111

Fax: (801) 715-9108

for record keeping purposes.
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Until a successor representative is designated in writing to Lessee, Warren Peterson shall be
“Owner’s Representative” for purposes of this Agreement.

To Lessce: Quantum Energy, L.L.C.
Atin: Paul J. Mysyk
35010 Chardon Road, Suite 200
Willoughby Hills, OH 44094
Fax: (440) 954-5026

Notice by mail shall be deemed effective and complete at the time it is received or served.
Notice by fax shall be deemed effective and completed at the time the facggnile is sent.

this Agreement, the provisions of this Agreement shall b pon the) heirs, executors,

32,  Assignment/Run with the Land/Successors. Subjgetto s and conditions of
n§ug
administrators, personal representatives, successors &rs of the parties hereto.
Notwithstanding, Lessee may not assign this Agre«$1l ole or i part, without the prior
t ge

written consent of Owner, which consent sh casonably withheld in the case of
assignment to a reputable entity who expre he obligations of Lessee hereunder with
proven financial capability demonstrat 1ol reports satisfactory to Owner in connection
with the request for approval to full @f Lessee’s responsibilities under this Agreement,
both at the time of assignment heeasonably foreseeable term of this Agreement.

ProVisions, The parties hereto agree to the following additional

33.  Miscel
provisions: >
3C)Fhis Agreement shall be governed by and interpreted in accordance with the
laws of the State of Utah,

33.2,. No modification or variation of this Agreement shall be of any force or effect
unless in writing executed by both of the parties hereto.

33.3. It is expressly stipulated and agreed that time shall be of the essence in this
Agreement,

334, Owner and Lessee each agree to pay and discharge all reasonable costs and
expenses, ineluding attorneys’ fees that shall be made and incurred by the prevailing party in
enforging the covenants and agreements of this Agreement.

33.5. The invalidity or unenforceability of any particular provision of this
Agreement shall not affect the other provisions hereof and the Agreement shall be construed in all
respects as if such invalid provision were omitted.

33.6. The parties hereto agree to execute such additional documents as may be
necessary or desirable to carry out the intent of this Agreement.

18
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33.7. The section headings used herein are for the convenience of the parties and
shall not be deemed to modify or construe the meaning hereof. Definitions given anywhere in this
Agreement apply throughout the Agreement.

[signatures are on the following page]

19
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DATED as of the day and year first above written.

Owner: FARMIL RESERVE INC.,
a Utah nop-profit corporation

By: 7'¢

L

~-:%7/%,§4*v—w

Warren H. Peter ce E@asident

Lessee: QUANTUM ENERGY, L.L.C.,
an Oklahoma limited liability company

e

By: (/’Tl?<‘\
PauiMsyk, nging Nhciper
STATE OF UTAH ) ‘
:ss
COUNTY OF SALT LAKE ) § :‘
On this sz day of J . sonally appeared before me Warren H.
hewhie Vice President of FARMLAND RESERVE,

Peterson, known or satisfactoril proved . %
INC., a Utah non-profit corporati &D owledged to'me that he signed the foregoing
d

instrument as the Vice Preside CQ oration.
L S%LA_. %MLM/

o sl i Gl e g Notary Public for the State of Utah
KRN GARNER

\o} 16 East Souli Templs, Sulte mé
[

Sakt Lake City, Utah @414
Ky ConmleslonExpies
Aprl 2708010
State of Ltah £
iy g B wete  RRE ERb  seiade

STATE OF [, )me"Qﬁ )
55
COUNTY OF\%&L'Q_/M )

On this 2@/ day of _{ }(ﬂfééer , 2008, personally appeared before me Paul J.
Mysyk, known or satisfactorily proved to me to be the Qh%mm of QUANTUM
ENERGY, L.L.C., an Oklahoma limited liability company, who %ckfiowledged to me that he signed

the foregoing instrument as Spm e for said company.

L el e i - el i Cer ke S
gtary Public for Naes/ dan (2. [o); oming
Residing at: \ Aoy ol

My commission expires: /[ - 7¢/- 20/}
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EXHIBIT A

to Surface Use Agreement

(Legal Description of the Property)

21
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EXHIBIT B
to Surface Use Agreement
(the Reclamation Standards)

Reclamation Standards. For the purposes of this Agreement “Reclamation” or
“Restoration” or the “Reclamation Standards”, as used in this Agreement, shall mean:

I. Prior to commencement of any work which will necessitate revegetation, all
top soil shall be set aside in such a reasonably practical manner that upon completion.of the work or

abandonment, the top soil can be replaced. y
2, All revegetation shall be done according to g {8h program and plant

0 a1
mix approved by or provided by Owner. Seed mix cost &c{: d“that of a rcasonable
comparative native mix for the area and all seed used will heg €CcNied Wed, Owner reserves the right
to perform all reseeding work at competitive cost.

3. Revegetation efforts @ ue, until established stands have been
obtained.

ner, Lessee shall use its best efforts to control the
ifion of the Property which is disturbed by Lessee by the
or@ther methods of control acceptable to Owner. At Owner’s
option, the appropriate edgontrol supervisor will visit and inspect the area of use by Lessee
to assess lawful cfmplia ithgounty weed control law and Lessee will comply with local standard
at Lessee’s expe ssee agrees to be responsible for the reimbursement, at fair market value, of
Owners cost for noxious weed confrol for a period of five [5] years following abandonment,

4. As requ
infestation of noxious wee
timely spraying of conty

5. As ‘discussed» herein, all areas distwrbed by Lessee during operating,
maintaining, protecting, marking,xepairing, removing, or replacing the Roads, Permitted Well Sites,
drill sites, Pipelines, apputtenances, equipment, and facilities shall be immediately filled, leveled, and
restored to original contourabthe expense of Lessee to blend the disturbed area with the landscape as
neatly as practical.

6. Lessee agrees to use a dirt contractor, approved by Owner, for all dirt work
on the propetty as long as prices and performance are competitive.

22
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EXHIBIT C
to Surface Use Agreement
(the Work Standards)

Work Standards. For the purposes of this Agreement “Work Standards,” as used
in this Agreement, shall mean:

1. Operations of Lessee shall be in a good and workmanlike manner consistent
with recognized industry procedures and in accordance with the common practice 6f Owner.

2. Lessee shall keep the Roads, well locations, Pipeline logations, and adjacent
areas clean at all times and free of any trash, cans, papers, bottles or ot\deb)ris resulting from

Lessee’s operations hereunder.
aify dangerous area, including
nseyonstruct permanent fencing

11 be constructed of portable type
rth'tone colors. Maintenance around
the responsibility of Lessee, and Owner
essee’s swrface facilities in the event livestock

3. Lessee shall construct stock-tight fence
any pits on the Permitted Well Sites. Lessee shall, at |
around all wellheads and other surface facilitics, whi
livestock panels anchored to the ground and pai
Lessee’s Permitted Well Sites and other facilitie

gain access to these areas. Construgi
shall be approved by Owner in

4,
repair, replace or g nexdor all damages resulting from the operations of Lessee on the
Property to anyfRoads ®erices, €orrals) gatesbuildings, structures, water sources, water storage
ponds and reser Wi ater pipelings and troughs, crops, livestock, or other improvements on the
Property owned by Owner.

5. Lessegagreesto replace or repair any levees or other improvements disturbed
or damaged by Lessee’s opétations on the Property and to take the reasonably necessary precautions
to channel andgprotect drainages and waterways affected by its operations on the Property.

6. | Lessee shall coordinate all operations so that they are conducted in a manner
compatible with strifigent security implemented by Owner.

7. Lessee agrees that permission for exploration, drilling, construction, or
development may be temporatily suspended for threats to wildlife program management, weather
conditions that will cause excessive damage to property, or special livestock concerns or movement,

Owner agrees to cooperate to minimize negative impacts on the efforis of Lessee. Specifically
during winter months when snow cover exceeds 12 inches of snow on the ground, but no later than
November 20th, operations will need to shut down for the winter in North Sessions, South Sessions,
State Section, West Murphy, Bartlett, and Simms Canyon pastures as they are critical winter range
areas, and will only be able to resume after April 30", The total number of wells to be drilled or
worked over in these areas, during the winter, must be limited to one per section. Permitted Well

23
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Sites would be a much smaller issue, as long as the density does not exceed one per 160 acres.
Further information such as section numbers of restricted arcas will be provided by Owner,

24
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BOPE SCHEMATIC

API3M-11-RR

11” 3M Pipe Ram

S HEAD

CHOKE | | H KILL

RECEIVED: October 13, 2010



: 43033500020000

API Well Number

KILL LINE — CHOKE LINE/MANIFOLD SCHEMATIC

* CHECK VALVE
(OPTIONAL}

OPTIONAL FOR 2M

FROM DRILLING

FLUID PUMP BLOWOUT PREVENTER

STACK OUTLET

DMIMNAL

-%, Typical Kilt line assembly for 2M and 3M rated working
€ servige - surface Installation.

ADJUSTABLY CHOKE

TOPIT AND/OR MUD/GAS mmﬁbnb._‘ol_ﬂ\

— J\

N- 2" NOMINAL

BLOWOUT PREVENTER
STACK QUTLET

CHOKE LINE

BLEED LINE TO PIT \
g ’

3" NOMINAL h 3" NOMINAL

20
OPTIONAL ON 2M

PIF

N 7
ADJUSTABLE CHOKE Il\ 2" NOMINAL

FIGURE X4-1. Typical choke manlfold assembly for 2M and 3M rated
working pressure service - surface installatlon.
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WESTERN LAND SERVICES

October 13, 2010

Utah Division of Oil, Gas & Mining
Diana Mason

1594 W. N. Temple Suite 1210

Salt Lake City, Utah 84114-5801

RE: Quaneco, LLC Exception Location on the Crane 17-8

Diana:

Pursuant to Rule R649-3-3 of the State’s Oil & Gas Conse
hereby makes application for approval to drill the Cra Township 6
North — Range 8 East; Section 8: SESW (825" FSL he surface is
privately owned and the minerals are also priv, leased to Quaneco.

1500’ feet and is an
owner and operator within a

Quaneco proposes to drill the Crane 1

exception to Rule R649-3-3. Qua‘

460 foot radius of the bore hole#

This well is situated o

area. Other alte C the proposed access route and well location
provides the B ensitive/options. Attached hereto is a plat as required
by the Coméhissio les i

If no objections are fil
objections are filed;
of the hearing

plicant requests that this application be approved. If
equests the matter be set for hearing and that it be advised

stern Land Services
d Agent for Quaneco, LLC

WESTERN LAND SERVICES - UTAH DIVISION
195 North 100 East, Suite 201 * Richfield, UT 84701 * Phone: (435) 896-5501 » Fax: (435) 896-5515
Web: www.westernls.com
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20000
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i
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Legend o Quaneco, LLC
e Proposed Well 460 ft Buffer w E Cm"iﬂe“ ik
X Location Abandoned ¢~ 1 Mile Buffer / i ’i\ \
_+_ Plugged and Abandoned mm Well Pad S WESTERN LAND SERVICES
¢ Shut-In Gas Well 1:18,000 Richfield, UT 84701 (435) 896-5501
Datum NAD 83 CONFIDENTIAL
Zone 12 Pxpacd Ty LB |pre: October 13, 2010

No warranty is made for data usage purposes other than those intended by Western Land Services. Maps are created as part of a GIS that compiles
records, information, and data from various sources. This data experiences frequent updates and accordingly, WLS shall not be liable for any errors or omissions herein.



APl Well Number: 43033500020000

CRANE 13-6
6 5

4303330054
(]

12

CRANE 6-7
4303330053

7

Crane 17-8
4303350002

CRANE 13-8

94303330052

13

.4303330055

CRANE 13-18

16

API Number: 4303350002
Well Name: Crane 17-8
Township 06.0N Range 08.0 E Section 08
Meridian: SLBM
Operator: QUANECO, LLC

Map Prepared:
Map Produced by Diana Mason

Units Wells Query

STATUS X <allother values>
[Jactve status
[ exeorarory @ 4D Aproved Permit
[/ ] os storace ®  ORL-Spuded (orling Commencec)
C Anerron 5w Gas ncton
[ nF seconpary
S - Gas Storage

[ Jeion

/| ppaas X LA- Location Abandoned
[ Jepceomenu @ Loc - New Locaion
7 Jeror /2. OPS- Operation Suspended
[ secononry & PA- Plugged Abandoned
" rerminaren It PGW - Producing Gas Well
Fields @  POW - Producing Oil Well
[ sections © RET-Reumed APD
[ [ 2 sow-Sueinceswe

®  Bottom Hole Locaion - AGRC. — @ SOW - Shutin Oil Wl
A - Temp, Abandoned
O W - Test Well
L Wow - WaterDisosal
L W - Waternfection el

®  wsw - water Supply Well

Box Elder % Location Map

Tooele
Duchesne
“ Sanpe‘e

== =

1,600 800 0 1,600 Feet
[

1:15,030

RECEIVED: October 18, 2010
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Office of the Governor
PUBLIC LANDS POLICY COORDINATION

155
“eerrssr?”’

JOHN HARJA
Director

State of Utah

GARY R. HERBERT
Governor

GREG BELL
Lieutenant Governor

November 1, 2010

Diana Mason

Petroleum Specialist

Department of Natural Resources, Division of Oil Gas and Mining \)
1594 West North Temple, Suite 1210 b

P.O. Box 145801 ‘
Salt Lake City, UT 84114-5801
Subject:  Application for Permit to Drill : A

RDCC Project No. 23520

Dear Ms. Mason: \?

The State of Utah, t tB@Public Lands Policy Coordination Office (PLPCO), has
reviewed this project. 4 eefion 63J-4-601, er. seq.) designates PLPCO as the entity
responsible to coor: ' reviewhof technical and policy actions that may affect the physical
resources of the ftate, Mubtd facilitate the exchange of information on those actions among
federal, state, anq@locgd goveriment agencies. “As part of this process, PLPCO makes use of the

Resource Development Codrdinating Committee (RDCC). The RDCC includes representatives
from the state agencies that are generally involved or impacted by public lands management.

Division of Air Quality

Becatise fugitive dust may be generated during soil disturbance the proposed project will
be subject to Air Quality rule R307-205-5 for Fugitive Dust. These rules apply to construction
activities thatdisturb'an area greater than 1/4 acre in size. A permit, known as an Approval
Ordér, 1s not requifed from the Executive Secretary of the Air Quality Board, but steps need to
be taken to minimize fugitive dust, such as watering and/or chemical stabilization, providing
vegetative or synthetic cover or windbreaks. A copy of the rules can be found at
www.riles.utah.gov/publicat/code/r307/r307.htm.

The state encourages the use of Best Management Processes (BMP s) in protecting air
quality in Utah. The state recommends the following BMP s as standard operating procedures:

1) Emission Standards for Stationary Internal Combustion Engines of 2 g/bhp-hr
of NOx for engines less than 300 HP (Tier 3) and 1 g/bhp-hr of NOx for
engines over 300 HP (Tier 3).

5110 State Office Building, PO Box 141107, Salt Lake City, Utah 84114-1107 - telephone 801-537-9801 - facsimile 801-537-9226

RECEIVED: November 01, 2010
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2) No or low bleed controllers for Pneumatic Pumps, Actuators and other
Pneumatic devices.
3) Green completion or controlled VOC emissions methods with 90% efficiency

for Oil or Gas Atmospheric Storage Tanks, VOC Venting controls or flaring.
Glycol Dehydration and Amine Units Units, VOC Venting controls or flaring,
Well Completion, Re-Completion, Venting, and Planned Blowdown
Emissions.

If compressors or pump stations are constructed at the site or if the proponent perceives
full production a permit application, known as a Notice of Intent (NOI), should be submitted to
the Executive Secretary at the Utah Division of Air Quality at 150 N. 1950 West, Salt Lake City,
Utah, 84116 for review according to R307-401: Permit: Notice of Intent and Approval Order, of
the Utah Air Quality Rules. A copy of the rules can be found at
www.rules.utah.gov/publicat/code/r307/r307.htm.

The State of Utah appreciates the opportunity to review this proposgl and we look
forward to working with you on future projects. Please direct any othef wrlgen guestions
regarding this correspondence to the Public Lands Policy Coordigatio c®at the address
below, or call Judy Edwards at (801) 537-9023. K

Sincerely”
Xﬁn Harja
Director

5110 State Office Building, PO Box 141107, Salt Lake City, Utah 84114-1107 - telephone 801-537-9801 - facsimile 801-537-9226

RECEIVED: November 01, 2010
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e |

Utah Division of Water Rights ™ S.

Output Listing

Version: 2009.05.06.00 Rundate: 12/09/2010

Radius search of 5280 feet from a point N8
podtypes=S,U,Sp status=U,A,P usetypes=all
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http://utstnrwrt6.waterrights.utah.gov/cgi-bin/mapserv.exe

Search all of Utah.gov »

Page 1 of 4

e SW corner, section 08, Township 6N, Range 8E, SL b&m Criteria:wrtypes=W,C,E

12/9/2010
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WR Well
Number Log

Diversion
Type/Location

21-1008  Surface P 19010000 S

S910 E520 N4 18 6N 8E

SL
21-1101 Surface B

N720 E520 SW 04 6N

19010000 S
8E SL
Surface P

b\r S
N1020 W770 S4 07 6N «\,
SE SL A«,
Surface P $

S220 E920 N4 18 6N 8E
SL

21-1723

21-1723

21-1723 Surface P

S810 W590 N4 17 6N
8E SL

Surface P

S3732 E1161 NW 09
6N 8E SL

000

21-1762 20010928 OS

020

21-621

Surface P 19010000 S

N965 W680 SE 17 6N
8E SL

35

21-628

Surface P 18820000 I

S860 E210 W4 16 6N
8E SL

21-638 Surface P 18820000 I

N1140 W920 S4 17 6N

APl WélPNwitle

http://utstnrwrt6.waterrights.utah.gov/cgi-bin/mapserv.exe

Status Priority Uses CFS ACFT

0.000 0.000

0.000 0.000

0.000 0.000

0.000 0.000
0.000 0.000

0.000 0.000

Page 3 of 4

Owner Name

FARMLAND RESERVE INC. - LDS
CHURCH

SEE TITLE DOCUMENTS ON 21-579

FARMLAND RESERVE INC. - LDS
CHURCH

SEE TITLE DOCUMENTS ON 21-579

FARMLAND RESERVE INC. - LDS
CHURCH

50 EAST NORTH TEMPLE, 12TH
FLOOR ROOM 1242

FARMLAND RESERVE INC. - LDS
CHURCH

50 EAST NORTH TEMPLE, 12TH
ELOOR ROOM 1242

FARMLAND RESERVE INC. - LDS
CHURCH

50 EASTNORTH TEMPLE, 12TH
FLOOR ROOM 1242

FARMEAND RESERVE INC.

DBA-DESERET JJAND &
LIVESTOCK

JTLE ROCK LAND AND
TOCK L.C.

PQ BQ# 540478

FRANK A. & MILDRED H.
WOOLLEY

1049 MAIN STREET

FARMLAND RESERVE INC. - LDS
CHURCH

SEE TITLE DOCUMENTS ON 21-579

12/9/2010



STATE OF UTAH, DIVISION OF WATER RIGHTS

8E SL
FARMLAND RESERVE INC. - LDS
21-639  Surface P 188200001  0.0000.000 <ot o
me%rfwo E4 176N SEE TITLE DOCUMENTS ON 21-579
FARMLAND RESERVE INC. - LDS
1-640  Surface P 188200001  0.0000.000 oery o
mw% E10 W4 16 6N 8E SEE TITLE DOCUMENTS ON 21-579
FARMLAND RESERVE INC. - LDS
21-872  Surface Bmmooooo I 02500000 (yimend
wm omwﬁo W770 84 07 6N (\, SEE TITLE DOCUMENTS ON 21-579
FARMLAND RESERVE INC. - LDS
21-873  Surface P a%o I 40:5000.000 ~ipcy
mwNo E920 N4 18 6N 8E $ SEE TITLE DOCUMENTS ON 21-579
FARMLAND RESERVE INC. - LDS
21-874 Surface P 19000000 500.000 CHURCH
mm_%wé%o N4 17 6N SEE TITLE DOCUMENTS ON 21-579

APl W&PN WibeMNurB @38 3 508088300020000

http://utstnrwrt6.waterrights.utah.gov/cgi-bin/mapserv.exe

Utah Division of Water Rights | 1594 West North Temple Sul
Natural Resources | Contact | Disclaimer | Priva

ccessibility Policy | Emergency Evacuation Plan

-O. Box 1463004Salt LakeCity, Utah 84114-6300 | 801-538-7240

Page 4 of 4

12/9/2010
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BOPE REVIEW QUANECO, LLC Crane 17-8 43033500020000
‘Well Name | QUANECO, LLC _Crane 17-8 43033500020000 |
String | surt RIE | 1] | | |
Casing Size(") | 10.750 | || 7.000 1|l |l |
Setting Depth (TVD) [ 250 | |[113s R |1l |
Previous Shoe Setting Depth (TVD) | 60 | |]250 1|l |l |
Max Mud Weight (ppg) |9 | |fos | |l 11 |
BOPE Proposed (psi) [ 500 | |[3000 1|l |l |
Casing Internal Yield (psi) |3130 | |374o | | | | |
Operators Max Anticipated Pressure (psi) | 700 | {]110 1|l |l |
Calculations Surf String 10.750| "
Max BHP (psi) .052*Setting Depth*MW=| | 124
BOPE Adequate For Dr ing g at Depth?
MASP (Gas) (psi) Max BHP-(0.12*Setting Depth)=| | o4 ||| ves ||
MASP (Gas/Mud) (psi) Max BHP-(0.22*Setting Depth)= |69 | IYES | |
*Can re eld At Previous Shoe?
Pressure At Previous Shoe| Max BHP-.22*(Setting Depth - Previous Shoe Depth)=| | s> | ble depth |
Required Casing/BOPE Test Pressure= 250
*Max Pressure Allowed @ Previous Casing Shoe= 50 Si sumes 1p: frac gradient
Calculations I1 String
Max BHP (psi) .052*Setti; h* 51
BOPE Adequate For Drilling And Setting Casing at Depth?
MASP (Gas) (psi) Max'Q *Se Depth ES || |
MASP (Gas/Mud) (psi) -( 3 | ves | ok |
*Can Full Expected Pressure Be Held At Previous Shoe?
Pressure At Previous Shoe| Max BHR:. Setti pth - ious ept 366 | INO | |Reasonab|e |
Required Casing/BOPE Test P [713s  J|psi
*Max Pressure Allowed @ Prev ing Sho 250 psi  *Assumes 1psi/ft frac gradient
Calculations "
Max BHP (psi) . tting Depth*MW=|[" |
BOPE Adequate For Drilling And Setting Casing at Depth?
MASP (Gas) (psi) Max BHP-(0.12*Setting Depth)= | | INO | | |
MASP (Gas/Mud) (psi) ax BHP-(0.22*Setting Depth)=| | ||Ino | |
*Can Full Expected Pressure Be Held At Previous Shoe?
Pressure At Preyvious Sh x BHP. (Setting Depth - Previous Shoe Depth)=| | |||no | |
Required C PE Tes e= [|psi
*Max Pressure Allowed @ Previous Casing Shoe= [ |psi  *Assumes 1psi/ft frac gradient
Calculations String "
Max BHP (psi) .052*Setting Depth*MW= |—|
BOPE Adequate For Drilling And Setting Casing at Depth?
MASP (Gas) (psi) Max BHP-(0.12*Setting Depth)=| | |||no | |
MASP (Gas/Mud) (psi) Max BHP-(0.22*Setting Depth)=| | ||no || |
*Can Full Expected Pressure Be Held At Previous Shoe?
Pressure At Previous Shoe| Max BHP-.22*(Setting Depth - Previous Shoe Depth)= | | INO | | |
Required Casing/BOPE Test Pressure= [ |psi
*Max Pressure Allowed @ Previous Casing Shoe= |—| psi  *Assumes 1psi/ft frac gradient

RECEIVED: December 21, 2010
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43033500020000 Crane 17-8

Casing Schematic I
boob

S

Surface

10-3/4"
MW 9.5
Frac 19.3
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p2 Ul b Creel

Intermediate
1135. MD

W 9.5
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{
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-l < ™ Production Liner
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Well name: 43033500020000 Crane 17-8
Operator: QUANECO, LLC
String type:  Surface Project ID:
43-033-50002
Location: RICH COUNTY
Design parameters: Minimum design factors: Environment:
Collapse Collapse: H2S considered? No
Mud weight: 9.500 ppg Design factor 1.125 Surface temperature: 74 °F
Design is based on evacuated pipe. Bottom hole temperature: 78 °F
Temperature gradient: 1.40 °F/100ft
Minimum section length: » 1004t
Burst:
Design factor 1.00 Cement top; Surface
Burst
Max anticipated surface
pressure: 220 psi
Internal gradient: 0.120 psi/ft Tension: N onal string.
Calculated BHP 250 psi 8 Round STC: 1.80
8 Round LTC: 1. \,
No backup mud specified. Buttress:
Premium: @)
Body yield: = X(3)] Re subsequent strings:
Next setting depth: 1,135 ft
Tension jsdygse eight. Next mud weight: 9.500 ppg
Neutrai@p 215 ft Next setting BHP: 560 psi
Fracture mud wt: 19.250 ppg
Fracture depth: 250 ft
Injection pressure: 250 psi
Run Segment End True Vert Measured Drift Est.
Seq Length Size Grade Finish Depth Depth Diameter Cost
(ft) (ft) (ft) (in) ($)

1 250 .75 J-55 ST&C 250 250 9.925 2171
Run Collapse CollapSe Collapse Burst Burst Burst Tension  Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (kips) (kips) Factor

1 123 1580 12.806 250 3130 12.52 10.1 420 4148 J

Prepared Helen Sadik-Macdonald Phone: 801 538-5357 Date: December 16,2010
by: Div of Oil,Gas & Mining FAX: 801-359-3940 Salt Lake City, Utah
Remarks:

Collapse is based on a vertical depth of 250 ft, a mud weight of 9.5 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this design will be that of the purchaser.



APl W&PN WibeMNurB @38 3 508088300020000

Well name: 43033500020000 Crane 17-8
Operator: QUANECO, LLC
String type:  Intermediate Project ID:

43-033-50002

Location: RICH COUNTY

Design parameters: Minimum design factors: Environment:

Collapse Collapse: H2S considered? No
Mud weight: 9.500 ppg Design factor 1.125 Surface temperature: 74 °F
Design is based on evacuated pipe. Bottom hole temperature: 90 °F

Temperature gradient: 1.40 °E/100ft
Minimum section length: » 100t

Burst:
Design factor 1.00 Cement top: Surface
Burst
Max anticipated surface
pressure: 560 psi
Internal gradient: 0.120 psil/ft Tension: onal string.
Calculated BHP 696 psi 8 Round STC:

1.
8 Round LTC: 1.

N
80 ‘
No backup mud specified. Buttress: x&
Premium: W)
Body yield: (B) Re subsequent strings:
Next setting depth: 1,500 ft
e

Tension j eight. Next mud weight: 9.500 ppg

Neutrai@g 974 ft Next setting BHP: 740 psi
Fracture mud wt: 19.250 ppg
Fracture depth: 1,135 ft
Injection pressure: 1,135 psi
Run Segment a " "End ' TrueVert Measured  Drift Est.
Seq Length Size Grade Finish Depth Depth Diameter Cost
(ft) i ft) (ft) (ft) (in) %

1 1135 7 .00 J-55 ST&C 1135 1135 6.331 4869
Run Collapse CollapSe Collapse Burst Burst Burst Tension  Tension Tension
Seq Load  Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (kips) (kips) Factor

1 560 2270 4.053 696 3740 5.37 227 234 10.31J

Prepared Helen Sadik-Macdonald Phone: 801 538-5357 Date: December 16,2010
by: Div of Oil,Gas & Mining FAX: 801-359-3940 Salt Lake City, Utah

Remarks:
Collapse is based on a vertical depth of 1135 ft, a mud weight of 9.5 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this design will be that of the purchaser.
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ON-SITE PREDRILL EVALUATION
Utah Division of Oil, Gas and Mining

Operator QUANECO, LLC

Well Name Crane 17-8

API Number 43033500020000 APD No 3073  Field/Unit WILDCAT
Location: 1/4,1/4 SESW  Sec 8 Tw 6.0N Rng 8.0E 825 FSL 1382 FWL

GPS Coord (UTM) Surface Owner Farmland Reserve, Inc.

Participants
Via telephone - spoke with Cecil Gritz, Consultant (Quaneco) & Rick Danvir (Farmland), access toad/site snowed
in. Previous onsite "Cecil, Rick, and Terry Pruitt (TP Const.)", and separate onsite by Lisha Cordova,11/4/10
(DOGM). *5/25/11 2nd onsite.

Regional/Local Setting & Topography
The proposed wellsite is located on private land (Farmland Reserve, Inc.) locat
Utah, east of the Wasatch Cache National Forest, and south of Murphy,

erthrust belt of northern
y I-80°& the Union Pacific
ston City County Airport is +/- 2

point is +/- 578' SE, and Crane Reservoir is +/- 2.37
13-8 SGW (43-033-30052) operated by Quaneco j
future, if the new zone is not productive the

granted, if the new zone is productive pl )&ﬂr
Surface Use Plan
Current Surface Use 0

Grazing
Wildlfe Habitat ‘
New Road Miles ell Pad Src Const Material Surface Formation

0 Width 140 Length 251 Onsite WSTC

; Quaneco plans to recomplete the well in the near
pMigged and approval to drill the Crane 17-8 will be
Crane(17-8 will'be cancelled and/or postponed.

Ancillary Facilities N

Waste Management Plan"Adequate? Y

Environmental Parameters
AffectedFloodplains and/or Wetlands N

Flora / Fauna
Flora; sagebrush, cactus, and native grasses.

Fauna; pronghorn deer, elk, antelope, sage grouse, coyote, rabbits, raptors, birds, lizards, rodents, muskrat,
etc.

Soil Type and Characteristics
Tertiary "Wasatch Formation"; red sandstone, siltstone, shale and conglomerate.

Erosion Issues Y
Wasatch Formation in this area is prone to slumping when wet & saturated.

9/8/2011 Page 1
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Sedimentation Issues N
Site Stability Issues N

Drainage Diverson Required? Y
Drainage shall be diverted around the well pad & berms.

Berm Required? Y
Berms shall be constructed around the well pad, and topsoil stockpiled for reclaim purposes.

Erosion Sedimentation Control Required? Y
Precautions should be taken to ensure that the integrity of the 20" x 40' x 5' deep reserve pity(north end)
located adjacent to a cut slope is not compromised if "slumping" occurs.

Paleo Survey Run? N Paleo Potental Observed? N  Cultural Survey Run? N \Cultural Resources? N

Reserve Pit

Site-Specific Factors \%E Eanking
0 10
000

Distance to Groundwater (feet) 75
Distance to Surface Water (feet) @] 2
0
1

Dist. Nearest Municipal Well (fi 0

Distance to Other Wells 320 0

Native Soil T & Mod permeability 10

\ TDS>5000 and 10

Dri Normal Rock 0

Annual ariond(inches) 10 to 20 5
ffectC®Populations

Presen arby Utility,Conduits Not Present 0

Final Score 37 1 Sensitivity Level

Characteristics / Requirements
20' x 40' x 5' deep/700 bbl capacity (north end).

Closed Loop Mud Required? N Liner Required? Y Liner Thickness 12 Pit Underlayment Required? N

Other Observations / Comments
RDCE; Division of Air Quality rule R307-205-5 for Fugitive Dust - Approval Order not required, but steps need to
be taken to minifhize fugitive dust, and encourages the use of Best Management Processes to protect air quality.

Lisha Cordova 11/29/2010
Evaluator Date / Time

9/8/2011 Page 2
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Application for Permit to Drill
Statement of Basis

9/8/2011 Utah Division of Oil, Gas and Mining Page 1
APD No API WellNo Status Well Type Surf Owner CBM
3073 43033500020000 LOCKED ow P No
Operator QUANECO, LLC Surface Owner-APD Farmland Reserve, Inc.
Well Name Crane 17-8 Unit

Field WILDCAT Type of Work DRILL

Location SESW 8 6N 8E S 825FSL 1382 FWL GPS Coord (UTM) 494353E~ 4567806N

Geologic Statement of Basis
It is expected that fresh water aquifers containing significant volumes of high quality, ground water will be
penetrated. A poorly to moderately permeable soil is developed on the Tertiary s ofythé Wasatch formation.
There are no underground water rights within a mile of this location, howey eek, which is an active
watercourse is within a mile of the location. The proposed casing and en grams should adequately
T RSt
la

isolate any zones of fresh water that may be penetrated but the o tend the surface casing setting
depth as needed to completely contain the USDW’s encount 2} cZcement across all fresh water zones.
If the well is plugged and abandoned any zone of fresh w. be Protected with cement and cement will be
circulated to ground level on the surface casing strin thgrlocation isiadjacent to an active water drainage
and extra care should be taken to protect any ground water sources.

Chris Kierst 12/9/2010
APD Evaluator Date / Time

Surface Statement of Basis
The surface owner is eryé; Inc. (Deseret Land and Livestock Ranch). A copy of the Surface
/S0

Owners Agreemeyft is o meswintenirestrictions apply; reclamation/reseed operations shall be performed
in accordance wi rface owners agreement.

The Wasatch Formation insthis atea is prone to slumping when wet & saturated; precautions should be taken to
ensure that the integrity of the20' x40 x 5' deep reserve pit (north end) located adjacent to a cut slope is not
compromised if "sludiping" occurs.

A synthetic linef with,a minimum thickness of 12 mils shall be properly installed and maintained in the reserve
pit, and the reserve pit shall'be fenced upon completion of drilling operations to deter livestock & wildlife. In
addition, the reserve pit shall be reclaimed within 1 year following completion operations.

The terrain in the'area consists of small to moderate sized mountains (north), and open rangelands (south)
incised by "a€tive & intermittent" shallow to moderate drainages, creeks, & springs; Crane Creeks' closest point
is #/-:578' southeast, and Crane Reservoir is +/- 2.37 miles west. The land slopes toward the southwest. The
well pad shall be surrounded by compacted berms, and drainage shall be diverted around the well pad & berms.
Topsoil shall be stockpiled for future reclaim purposes.

The Crane 13-8 SGW (43-033-30052) operated by Quaneco is +/- 250" southwest; Quaneco plans to recomplete
the well in the near future, if the new zone is not productive the well will be plugged and the adjacent Crane
17-8 well will be drilled. If the new zone is productive, plans to drill the Crane 17-8 well will be cancelled
and/or postponed.

Lisha Cordova 11/29/2010
Onsite Evaluator Date / Time

RECEIVED: September 08, 2011
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Application for Permit to Drill
Statement of Basis
9/8/2011 Utah Division of Oil, Gas and Mining Page 2

Conditions of Approval / Application for Permit to Drill

Category Condition

Pits A synthetic liner with a minimum thickness of 12 mils shall be properly installed and maintained in the reserve pit.
Pits The reserve pit shall be located on the north side of the location.

Surface Drainage shall be diverted around the well pad & berms, and topsoil shall be stockpiled for future reclaim purposes.
Surface The reserve pit shall be fenced upon completion of drilling operations.

Surface The well pad shall be surrounded by compacted berms.

RECEIVED: September 08, 2011
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WORKSHEET

APPLICATION FOR PERMIT TO DRILL

APD RECEIVED: 10/18/2010

WELL NAME: Crane 17-8
OPERATOR: QUANECO, LLC (N2495)

CONTACT: Terri Hartle

PROPOSED LOCATION: SESW 08 060N O80E

SURFACE: 0825 FSL 1382 FWL

BOTTOM: 0825 FSL 1382 FWL

COUNTY: RICH
LATITUDE: 41.26356
UTM SURF EASTINGS: 494353.00
FIELD NAME: WILDCAT
LEASE TYPE: 4 - Fee
LEASE NUMBER: FEE
SURFACE OWNER: 4 - Fee

API NO. ASSIGNED: 43033500020000

PHONE NUMBER: 435 896-5501

Permit Tech Review:

Engineering Review: E
Geology ie

ITUDE: -111.06742

L :
(‘ ORTHINGS: 4567806.00

G FORMATION(S): ASPEN

RECEIVED AND/OR REVIEWED:

PLAT

Bond: STATE/FEE - 04-0Q2

D Potash

| | oil shale 190-5

| | oil shale 190-3

| | oil shale 190-13

Water Permit: Deseret Ranch- Chapman Ditch & Evanston Clty
RDCC Review: 2011-09-07 00:00:00.0

Fee Surface’Agreement

D Intent to Commingle

Commingling Approved

PROPOS @
A& —

COALBED METHANE: NO

LOCATION AND SITING:
| | rR649-2-3.

Unit:

D R649-3-2. General

R649-3-3. Exception

Drilling Unit

Board Cause No: R649-3-3
Effective Date:
Siting:

| | R649-3-11. Directional Drill

Comments: Presite Completed

Stipulations: 1 - Exception Location - bhill
5 - Statement of Basis - bhill
8 - Cement to Surface -- 2 strings - ddoucet

23 - Spacing - dmason

RECEIVED: September 08, 2011



API Well No: 43033500020000

State of Utah

DEPARTMENT OF NATURAL RESOURCES

MICHAFL R. STYLER
Executive Director

GARY R. HERBERT

Gonernor Division of Oil, Gas and Mining
GREGORY §. BELL JOHN R. BAZA
Liewgencrt Sovernar Livision Director
Permit To Drill

LR R R T R R O R S T S

Well Name: Crane 17-8
API Well Number: 43033500020000
Lease Number: FEE
Surface Owner: FEE (PRIVATE)
Approval Date: 9/12/2011

Issued to:
QUANECO, LLC, 22801 Venture Blvd. Ste 200, Wooldand Hills, CA 91364

Authority:

Pursuant to Utah Code Ann. i;240-6-1 et seq., and Utah Administrative Code R649-3-1 et seq., the
Utah Division of Oil, Gas and Mining issues conditions of approval, and permit to drill the listed
well. This permit is issued in accordance with the requirements of R649-3-3. The expected producing
formation or pool is the ASPEN Formation(s), completion into any other zones will require filing a
Sundry Notice (Form 9). Completion and commingling of more than one pool will require approval
in accordance with R649-3-22.

Duration:
This approval shall expire one year from the above date unless substantial and continuous operation
is underway, or a request for extension is made prior to the expiration date

Exception Location:
Appropriate information has been submitted to DOGM and administrative approval of the requested
exception location is hereby granted.

General:
Compliance with the requirements of Utah Admin. R. 649-1 et seq., the Oil and Gas Conservation
General Rules, and the applicable terms and provisions of the approved Application for permit to drill.

Conditions of Approval:

This proposed well is located in an area for which drilling units (well spacing patterns) have not been
established through an order of the Board of Oil, Gas and Mining (the “Board”). In order to avoid the
possibility of waste or injury to correlative rights, the operator is requested, once the well has been
drilled, completed, and has produced, to analyze geological and engineering data generated
therefrom, as well as any similar data from surrounding areas if available. As soon as is practicable
after completion of its analysis, and if the analysis suggests an area larger than the quarter-quarter



API Well No: 43033500020000

section upon which the well is located is being drained, the operator is requested to seek an
appropriate order from the Board establishing drilling and spacing units in conformance with such
analysis by filing a Request for Agency Action with the Board.

Cement volumes for the 10 3/4" and 7" casing strings shall be determined from actual hole diameters
in order to place cement from the pipe setting depths back to the surface.

Compliance with the Conditions of Approval/Application for Permit to Drill outlined in the
Statement of Basis (copy attached).

The Application for Permit to Drill has been forwarded to the Resource Development Coordinating
Committee for review of this action. The operator will be required to comply with any applicable
recommendations resulting from this review. (See attached)

Additional Approvals:
The operator is required to obtain approval from the Division of Oil, Gas and mining before
performing any of the following actions during the drilling of this well:

* Any changes to the approved drilling plan i; contact Dustin Doucet

» Significant plug back of the well i contact Dustin Doucet

* Plug and abandonment of the well 1'% contact Dustin Doucet

Notification Requirements:
The operator is required to notify the Division of Oil, Gas and Mining of the following actions during
drilling of this well:
» Within 24 hours following the spudding of the well i '2 contact Carol Daniels
OR
submit an electronic sundry notice (pre-registration required) via the Utah Oil & Gas website
at http://oilgas.ogm.utah.gov
* 24 hours prior to testing blowout prevention equipment - contact Dan Jarvis
* 24 hours prior to cementing or testing casing i; ' contact Dan Jarvis
» Within 24 hours of making any emergency changes to the approved drilling program
iy > contact Dustin Doucet
* 24 hours prior to commencing operations to plug and abandon the well i; % contact Dan Jarvis

Contact Information:
The following are Division of Oil, Gas and Mining contacts and their telephone numbers (please
leave a voicemail message if the person is not available to take the call):
* Carol Daniels 801-538-5284 - office
* Dustin Doucet 801-538-5281 - office
801-733-0983 - after office hours
* Dan Jarvis 801-538-5338 - office
801-231-8956 - after office hours

Reporting Requirements:
All reports, forms and submittals as required by the Utah Oil and Gas Conservation General Rules
will be promptly filed with the Division of Oil, Gas and Mining, including but not limited to:

* Entity Action Form (Form 6) ;' due within 5 days of spudding the well

* Monthly Status Report (Form 9) i;'% due by 5th day of the following calendar month

* Requests to Change Plans (Form 9) i; 2 due prior to implementation

* Written Notice of Emergency Changes (Form 9) i;2 due within 5 days

* Notice of Operations Suspension or Resumption (Form 9) i;'2 due prior to implementation

* Report of Water Encountered (Form 7) i;,% due within 30 days after completion
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» Well Completion Report (Form 8) i;'% due within 30 days after completion or plugging

Approved By:

Brad Hill
For John Rogers
Associate Director, Oil & Gas



STATE OF UTAH FORM9
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING 5. LEASE ESIEGANéT‘ON AND SERIAL NUMBER:
©. IF INDIAN, ALLOTTEE OR TRIBE NAME:
SUNDRY NOTICES AND REPORTS ON WELLS
) ) 7. UNIT or CA AGREEMENT NAME:
Do rol use this form for proposats (o drill new welis, significantly deepen existing weills betow cutrent bottom-hale depth, reenter plugged wells, or to
drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals.
1 TYPE OF WELL 8. WELL NAME and NUMBER
L
oLwELL /]  caswew []  oTHER CRANE 17-8
2 NAME OF OPERATOR: 9. APl NUMBER:
QUANECO, LLC 4303350002
3. ADDRESS OF OPERATOR: PHONE NUMBER; 10, FIELD AND POOL, OR WILDCAT:
22801 VENTURA BLVD #20t ., WOODLANDHILLS ... CA 91346 (818) 225-5000 WILDCAT
4 LOCATION OF WELL
rooTaces AT surrace: 825 FSL 1382FWL county: RICH CO.
QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESW 8 6N 8E S CONF l U ENT ALE:
UTAH
il CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
[] NOTICE OF INTENT [ O 0
(Submit in Duplicate) [] Autercasing [] FRACTURETREAT [[] siperrack To REPAIR WELL
Approximate date work will start: [:] CASING REPAIR [:] NEW CONSTRUCTION [:] TEMPORARILY ABANDON
] cHANGE T PREVIOUS PLANS [[] oreratoR chaneE (] Tusing RePair
[[] cranceTUBING [] PLucanp asanoon [[] ventorrLARe
/] sussequeNT RePORT [J craneeweLL NamE [J pruseack [} wareroisposaL
(Submit Original Form Only)
[] crance weLL sTATUS [[] PRODUCTION (START/RESUME) ] warer sHuT-OFF
Date of work completion:
[J commineLE PRODUCING FORMATIONS [ | RECLAMATION OF WELL SITE ] omver extension of APD
[ converrweLL TYPe [(] RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

COPY SENT 10 QPERATOR
oue 7-/8-2012

Approved by the
Utah Division of ’ L

Oil, Gas and Mining

Date:

}

AN

_ A T
NAME(pWONﬁy/\,MGAM ... MANAGING MEMBER
SIGNATURE /A@( J/ ’W’/ DATE ” SW‘/’ L_'

A=A "

(This space for S use only)

(5/2000) (See Inslructions on Reverse Side)



Application for Permit to Drill
Request for Permit Extension

Validation
{this form should accompany the Sundry Notice requesting permit extension)

APIL: 4303350002
Well Name: CRANE 17-8
Location: SECTION 8, T6N-RSE, RICH CO., UT

Company Permit Issued to: QUANECO,LLC

Date Original Permit Issued:
9lg [ st

The undersigned as owner with legal rights to drill on the property as permitted
above, hereby verifies that the information as submitted in the previously
approved application to drill, remains valid and does not require revision.

Following is a checklist of some items related to the application, which should be
verified.

If located on private land, has the ownership changed, if so, has the surface
agreement been updated? Yes[INoi/]

Have any wells been drilled in the vicinity of the proposed well which would affect
the spacing or siting requirements for this location? Yes[JNo]

Has there been any unit or other agreements put in place that could affect the
permitting or operation of this proposed well? YesCINoi/

Have there been any changes to the access route including ownership, or right-
of-way, which could affect the proposed location? Yes[INo /]

Has the approved source of water for drilling changed? Yes[INok/]

Have there been any physical changes to the surface location or access route
which will require a change in plans from what was discussed at the onsite

evaluation? Yes[CINolZ

vers this proposed well? Yes INo[]

N /2
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Title,” MANAGING MEMBER

Representing: QuaNECO, LLC




State of Utah

DEPARTMENT OF NATURAL RESOURCES
MICHAEL R. STYLER

GARY R. HERBERT Executive Director
Governor Division of Oil, Gas and Mining
SPENCER J. COX JOHN R. BAZA
Lieutenant Governor Division Director November 29, 2013
Quaneco, LLC

22801 Ventura Blvd # 200
Woodland Hills, CA 91364

Re:  APD Rescinded — Crane 17-8. Sec. 8. T. 6N, R. 8E
Rich County, Utah API No. 43-033-50002

Ladies and Gentlemen;

The Application for Permit to Drill (APD) for the subject well was
approved by the Division of Oil, Gas and Mining (Division) on September 8,
2011. On September 17, 2012 the Division granted a one-year APD extension.
No drilling activity at this location has been reported to the division. Therefore,
approval to drill the well is hereby rescinded, effective November 29, 2013.

A new APD must be filed with this office for approval prior to the
commencement of any future work on the subject location.

If any previously unreported operations have been performed on this well

location, it is imperative that you notify the Division immediately.

Sincerely,

Vo S o

iana Mason
Environmental Scientist

cc: Well File
Brad Hill, Technical Service Manager

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone (801) 538-5340 « facsimile (801) 359-3940 « TTY (801) 538-7458 « www.ogm.utah.gov

OTL, GAS & MINING



STATE OF UTAH

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill new wells, significantly deepen existing welis below current bottom-hole depth, reenter plugged wells, or to
drill horizontai laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals,

FORM 9

5. LEASE DESIGNATION AND SERIAL NUMBER:

6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

7. UNIT or CA AGREEMENT NAME:

1. TYPE OF WELL

8. WELL,NAME and NUMBER:
oLwelL ]  GasweLL [J] OTHER &‘“ g - Y
_ Zheie” [
2. NAME OF DFERATOR. 5. APl NUMBER:
2 ]
____ﬁ:_chn 33335 000 2
3. ADDRESS OF OPERATOR. PHONE NUMEER: 70. FIELD AND POOL, OR WILDCAT:
STATE zZIP
4. LOCATION OF WELL
FOOTAGES AT SURFACE: COUNTY. E/ i { :\’
QTRAQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN; STATE
. N UTAH
SESLY ¥ N RE i
1, CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
IDIZE DEEPEN
[] NOTICE OF INTENT [ ac [] oeers [[] REPERFORATE CURRENT FORMATION
{Submit in Duplicate) [ Arercasing [] rracTure TREAT [[] SiDETRACK TO REPAIR WELL
Approximate date work will start: [T} casing Repar [] wewconsTrRUCTION [J vempomariLy ABANDON
[[] cHangE To PREVIOUS PLANS [J oPeraToR cHanGE [ tueinG Repar
[T} cHance TUBING [J PLUG AND ABANDON ] ventorrFLare
B sussequenT REPORT [J cHance WELL NAME [ rueeack [J warer DisposaL
(Submit Original Form Only)
[T] crance weLL sTATUS [T] PRODUCTION (START/RESUME) [[] waTer SHUT-OFF
Date of work completion:
/ [J commingLE PRODUCING FORMATIONS [ RECLAMATION OF WELL SITE O orrer:
j 20l5 [] convert weLL TyPe [] RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

RECEIVED

2
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NAME (PLEASE PRINT) ‘!‘“ L[ ‘ L Q[_L.;_A! l :H;Qﬂ/@ﬂﬂ ﬁly

rnesdac,

TITLE ﬂ'ﬂ@aé P

DATE

SIGNATURE 2 Z: ;; é Z%L—

(This space for State use only)

(5/2000}

/DA’, 'Z.o/ﬁ’“'

(See instructions on Reverse Side)
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Mail - Quaneco

Lisha Cordova <lishacordova@utah.gov>

Quaneco
1 message

Lisha Cordova <lishacordova@utah.gov> 435,535, Lo )- Tue, Sep 8, 2015 at 12:36 PM

To: "Mike Meek (DL&L)" <msmeek@ari-slc.com>

Mr. Meek, ¥ peA Feomlend Beserves Tnc.

As discussed earlier today, attached is a list of wells that the Division is seeking a Landowners Release for.

Please call if you have any questions, and thank you so much for your assistance & patience throughout this
process.

Much appreciated!
Lisha

Lisha Cordova, Env. Scientist
Division of Oil, Gas and Mining
1594 W. North Temple, Suite 1210
Salt Lake City, Utah 84116

T: 801-538-5296

C: 801-396-3902
lishacordova@utah.gov

2 attachments

@ 20150908 List of Wells (for Landowners Release).xIsx
11K

m Form 9 Sundry Notices & Reports On Wells.PDF
102K

https://mail.google.com/mail w0/ ui=28ik=8f5180f90adview=pt&search=sent&th= 14fae3e558bc6idd&simi= 14fae3e558bc6fd4

1



Operator |API # Well Name Qtr/Qtr |Section | Township Range |County |Status
Quaneco [4303330049 (Crane 4-4 NWNW 4 6N 8E [Rich PA
Quaneco 4303330050 Crane 12-4 Nwsw 4 6N 8 E |(Rich PA
Quaneco [4303350001 [Crane 16-4 S-NW 4 6N 8 E |Rich PA
Quaneco {4303330052 |Crane 13-8 SWsSw 8 6N 8 E (Rich PA
Quaneco {4303350002 Crane 17-8 SESW 8 6N 8E [Rich LA
Quaneco (4303330056 |Stacy Hollow 14-35 SESW 35 7N 7E |Rich PA
Quaneco 4303330045 Murphy Ridge 1-32 NENE 32 8N 8 E |Rich PA
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